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Oi l was d i s c o v e r e d i n comnerc ia l q u a n t i t i e s i n 1559 and s i n c e 
then i t s r evenues have been i n c r e a s i n g and forming the "bases f o r the 
coun t r3 ' ' s s o c i a l and economic growth and development . Pe t ro leum i s an 
e x h a u s t a b l e n a t u r a l r e s o u r c e and a l t h o u g h jjihya p o s s e s s a c o n s i d e r a b l e 
amount of o i l r e s e r v e s , i t i s s t i l l l i m i t e d . The o i l market i s n o t 
c o n t r o l l e d by Libj/a, so the p o s s i b i l i t y of c r i s e s or f i n d i n g a s u b s t i t u t e , 
make i t u n a c c e p t a b l e fo r the coumtry to depend on o i l a s the onl;;,' source 
of income. 
ICtiiie o i l i s be ing d e p l e t e d the countr^ shou ld seek s o l u t i o n s Lo 
i t s p r o b l e m s . Ihe coun Lr;;^ ' must finci ano ihcr source of incoine to subs l i -
t u t e f o r o i l . A f e a s i b l e s u b s t i t u t e seems to be i n d u s t r i a l i s a t i o n . Tlxe 
Gomiir;} has the necessar;y c a p i t a l f o r inve.jtmciit i n c a p i t a l ^oods and 
s o c i a l and overhead c a p i t a l , ana i t has the n e c e s s a r y cheap I 'uel and some 
of the needed raw m a t e r i a l . 'Ilie c o u n t r y need to p r o c e e d i n t o the i n d u s -
t r i a l f i e l d c a r e f - i l l y wi th e x t e n s i v e s t u d i e s , s i n c e i t does n o t have the 
i n d u s t r i a l e x p e r i e n c e e i t h e r i n the p u b l i c s e c t o r or i n the p r i v a t e s e c t o r . 
llie c o u n t r y ' s main problem i s the l a c k of i n c u s t r i a l l a b o u r , both 
s k i l l e d and •unsld.l led. Therefore i t need to encourage l a b o u r i n t o t h i s 
f i e l d and he lp to t r a i n them. The government i n t e r v e n e d d i r e c t l y and 
and i n d i r e c t l y i n h e l p i n g the c o u n t r y to i n d u s t r i a l i s e , and p r o g r e s s has 
been r e c o r d e d i n t h i s f i e l d , bo th b;y the p r i v a t e s e c t o r and to a g r e a t e r 
e x t e n t by the p u b l i c s e c t o r . Ihe c o u n t r y ' s i n d u s t r i a l i s a t i o n i s exi)ected 
to be a s u c c e s s ixnd to g ive the c o u n t r y the needed economic s e c u r i t y . 
I t does n o t mean t h a t the o t h e r s e c t o r s of the economy shou ld n o t be de 
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developed, "because they are highly developed. Other sec to rs of the economy 
espec ia l ly a{<;ricultural sec tor are equal ly important and need a t t e n t i o n . 
I t should he an roiond development and one sec tor should form the bas i s 
of the o ther . 
Tlie development of o i l industr;>' and the r e s u l t a n t increasini^' r eve -
nues had a {jroa L impact on the socio-GConoLiic l i f e of the country, causing 
the economic s t ruc tu re to ho changed. Trie Libyan economy before the 
aiscovory of o i l was dependent upon foroi^^'n a id and the revenues from 
few a j r i c u l t u r a l ezports which irac very i n s u f f i c i e n t for economic devel-
opment of the countr;)'. 'llie per capi ta income was one of the lowest and 
the publ ic work was undeveloped. Ihc country \u.v, verj- much a f fec ted by 
Luc Iliid I'forid liar and much of i Is i n f r a s t r u c t u r e was l o s t in the war. 
ilxC diijcovery of o i l gave the coun cr;, a chance to ex[:)erionce a ii±{ja r a t e 
of economic ( .^-rowth. But tha t opportuni^^ wac not jsroperly ava i l ed a t 
Iha L Lime by the jjibyan ^-overnment. 'Ihe Libyan people were s t i l l poor 
a f t e r many years of the o i l discovery. I t e most important evenM; in the 
Libyan h is tory i s the F i r s t September I969 Hevolution when a few yoixng 
army of f ice rs overthrew the monarchy and e s t ab l i shed the m i l i t a r y r u l e 
under the leadership of Colonel Qathafi which l a t t e r became a s o c i a l i s t 
s t a t e . I t i s s ince tha t per iod t ha t we are going to analyse h e r e . A 
modern educat ional system, communication, indus t ry , t r ade , and a g r i c u l t u r a l 
development a l l accompanied the r evo lu t ion of 1969* 
Ibe problem i s tha t o i l i s an exhaustable commodity and i s not 
going to l a s t for ever. I t i s unacceptable for a country to depend on 
one resource in i t s economy, e spec i a l l y i f the p r i c e of the commodity i s 
not s t a b l e . Oil cons t i t u t e about 99 pei" cent of the count ry ' s t o t a l 
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exports and about 60 per cent of i t s general na t iona l product . I t i s 
obvious bhat Libya depends on only one so\irce of income. Libya i s a 
developing country where the revenues from o i l provides a golden chance 
and briir_,ht hope for future development. The country needs s ecu r i t y for 
continuing t h i s process of development. 'Rie d i v e r s i f i c a t i o n of the 
economy i s the most desirous goal in secur ing the path to a b e t t e r fu tu re , 
'itiis goal can be achieved through i n d u s t r i a l i s a t i o n of tne coiintry. Ind-
u s t r i a l i s a t i o n w i l l both answer the need of bhe country' for d i v e r s i f i c a -
t ion anu increase tne per capi ta income, ii'ouj' f ac to r s are necessary for 
every coion ti'y in order to develop i t s economy! c a p i t a l , foreign oxci ange, 
Si'dlled labour, arid a Liarket. Capital and foreign exchange proseul no 
:ii-oblon for Libya. fhe tu i rd f ac to r , s k i l l e d labour , i s wi-a t t.ie cuuutr;; 
i s or^  in^ to develop through ttie s^steii of ecucat ion, vocaoiouai t r a i l i n g , 
on-the-job t r a in ing for Libjans by imported labour and encouragement of 
the Jeaouins to receive education and turn to indust ry and a g r i c u l t u r e , 
liie fourth fac to r a l so p resen t s some ijroblem as there i s lack of communi-
Cc„tion and t rans])or ta t ion f a c i l i Lio,o but i t i s hoped tha t the condi t ions 
w i l l improve in the coming yea r s , heavy investments are made in t h i s 
f i e l d by bhe [government. The development of communicaiion and transpor-
ta t ion system w i l l help in the expansion of loca l and ex terna l markets 
wiiich can be fu r the r developed by b e t t e r product ion and governmental nelp 
for exports through trade agreements. 
Libya in developing i t s indus t ry , should not neglec t a g r i c u l t u r a l 
and other s ec to r s of the economy, but more importance should be given to 
i n d u s t r i a l s e c t o r . Libya in i t s search of development needs to f ind i t s 
own way—a way acceptable to Islamic law. Islam ind i ca t e s tha t the gov-
ernwent must a c t for the good of the soc ie ty ; The Prophet s a id , " a l l 
of you are manag°^s and every manager i s answerable to those whonn he 
manages." Therefore, the governucnL i s the manager of the society' and 
i s responsible for i t s good. I t must i n t e r f e r e , i f needed, as much as 
requi red . To Luslim^ Islam i s no I only a r e l i g i o n but a lso a way of 
l i f e . Q3,thafi claimed tha t he has found a way based on Islam which he 
ca l led a t h i r d way in h i s Green liook and provide so lu t ions to economic, 
soc ia l and p o l i t i c a l problems of the soc ie ty . 
Tr-e Lib;yan economic development i s an unusual and in teres t in i^ expe-
r ience in the developing world. Even tho worst c r i Lies of Liu;ia's p o l i -
t i c a l 3 fcratt.g;j concede tha t the s t r u c t u r a l change in tho p a t t e r n nas 
^roa t iy influenced tho condit ions of tho masses in a p o s i t i v e maniior. 
.uiu oj a L _'enains probably the most convincing r a t i o n a l e of watchint_, the 
couroc o± c-Gonoiiic uevelopmtnt of hor multi—dimensional but i n t e g r a t e d 
economy aurin^j the revolutionar;) era in tue mirror of i t s immediate p a s t , 
'llie new econo lic tec\/i i oal LJ. O as have emergent from the l a s t two p lans 
along with "cheir specia l bearings and the im.pact of these plans on che 
soc ie ty i s a rewarding and facinatini^ subject of studi''. All economic 
ana soc ia l changes in the revolut ionary era in con t ra s t to the s tagna-
t ion of p re - revo lu t ionary per iod go to make a t op i c , the study of which 
i s worthwhile in many ways. 
Every covintry has d i f fe ren t circumstances for i t s econom.ic develo-
pment. Economic development s t a r t e d in the 18th century in Western 
Europe with the development of indus t ry , follovred by the r e s t of the 
European and other coun t r i e s . But t h i s exam.ple cannot always be a good 
guide to the development for every countrj ' . Circumstances are now 
d i f fe ren t from those which p reva i l ed in the lo th century. The developing 
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count r ies , most of them ex-coloniesj are not in a pos i t i on to follow the 
English example, s ince they do not have colonies where they can huy cheap 
raw mater ia l and S H I I i t back as a manufactured products a t a higher 
p r i c e . Most of the middle eas tern countr ies are poor and a ^'reat number 
of obstacles stand in t h e i r way such as lack of s k i l l e d manpower, and 
lack of absorpt ive capaci ty . Lilya iras one of the poor countr ies before 
the discovery of o i l . The revenues from o i l has given the country' the 
chance to jo in the family of developintj,- n a t i o n s . But o i l has t i ed the 
count ry ' s economic growth to the export s ec to r , and gTowth in the export 
of o i l over a l l other sec to rs has secured the way for development. Libya 
as a latecom.er to econom.ic development can get a l l advantages of modern 
l-oiowhow for i n d u s t r i a l i s a t i o n . Ihe releviint quest ions a r e : what pe.th the 
country should follow for i t s develoTjment? I s i t the a g r i c u l t u r a l iray, 
which was one. of the source of incc.ie for the country before o i l or i s 
i t the indust ry? If i t i s inuus trj' what kind of indus t ry , l i g h t or heavy; 
What kind of techniques ;j,re gQl;^j to 'lo used? I s i t to be cap i t a l us ing 
and labour saving or labour using and c a p i t a l saving? 
The circiimstances in Libya are unique because the coxintry has 
a g r i c u l t u r a l land but an underdeveloped water supply. The necessary 
water must be developed before the coiintry can s t r i v e for increas ing 
investment in the a g r i c u l t u r a l sec to r . 
Libya need to i n d u s t r i a l i s e not because i t i s the t rend of most of 
the underdeveloped na t ions and not because of na t i ona l p r i d e , but because 
i t i s the count ry ' s way to a b e t t e r fu tu re . I t w i l l develop the country 
f a s t e r . Libya i s a country with abundant c ap i t a l but a shortage of 
labour . The country has necessary fuel to produce energy for indus t ry 
and possesses the necessary raw material for some industries like steel 
and some food processing industries, "but it is necessary for Litya to 
use these existing resources effectively to develop its industries and 
diversify its economy. The public sector is the dominant one and get 
the huge amount of money from oil and therefore can invest in heavy indu-
stries and overhead capital such as communication system. The role of 
private sector is negligible in Libya. The private sector with its 
smaller amount of capital and litxle incentives and experience invests 
in light industries and agriculture only. 
Some writers have said that agriculture must take priority in eco-
nomic development. Thia idea may be right in regard to other developing 
countries, where they suffer from rapid increase in population and the 
agricultijral sector have widespread poverty and sxorplus labour. Develop-
ment of agriculture will accomplish the following objectives J free some 
labour for industry, improve the ability of agricultural labour to have 
more income to buy, and increase the country's export from agricultural 
products to save some foreign exchange to be invested in the industry. 
The case of Libya is different from other countries because the 
country does not have a big agricultural sector and a large part of Libyan 
population still lives in the desert as Bedouins, They will be future 
labour for the new industries if they are educated and given vocational 
training which the government has already begun. The country need rapid 
development, and it is prepared to invest to ensure that the industrial-
isation is the way for its development. The country need a great push 
in industry; then the pull will come from industry to agriculture and 
other sectors of the economy. 
V I 1 
MEaBO]X)LOGY 
Existing publications are reviewed, the available s t a t i s t i c a l data 
i s analysed and a comparison between pre-revolutionary conditions and the 
present conditions of the economy as a whole i s drawn. An accoxint of the 
achievements of the revolutionary government i s given and the direct and 
indirect effect of o i l industry i s discussed. 
Organisation Of The Study 
The stud; '^ i s organised in seven chapters with chapter 1st 
as an introduction. 
To unuerstand the his tor ical background i s an in te l l igent way to 
safeguard against taking a false view of the problem of development. 
Stud;,ing the history of Libyan economic development i s an important step 
in evaliiating the country's economic development. Therefore chapter Ilnd 
gives an account of a brief history and backgrotmd of the economic s t ruc-
ture of the Libyan economy in the pre-revolutionary era. 
In chapter I l i r d we study the role of agricul tural sector in the 
economic development with special reference to Libya. !Ihe main problem 
i s to increase the agriculttiral production. The Libyan agriculture i s 
very much affected by the natural conditions. Some of these constraints 
relevant to agTicultxiral development are discussed. Then we have reviewed 
the position of agriculture in the two successive periods i . e the pre-
revolutionary period (1951-1969)» and the posit ion of agriculture during 
the revolutionary regime (I97O-8O). Oil had a great influence on agr ic-
u l tu ra l development. In the early years of i t s development the prosperity 
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in this sector had rather a harmful effect on the agricultural production. 
Then we have given a brief account of the achievements and failures of 
the revolutionary regime in this sector. 
Chapter IV is on industrial development. Since Libya does not have 
a very large agricultural sector on which we rely for future development 
vj-e emphsise on the need to industrialise the country where the chances 
are better. However aj^ricultural sector and the industrial sector are 
interdependent and the development in one sector will help the other one. 
Agricultural sector can develop the industrial sector by providing food 
for its employees and thus can save foreign exchange which the government 
is at present spending on imports. In order to have an idea about the 
present position of industry in Libya ve discuss the industry in the Libyan 
economic structiare. Libya had virtually no industry as such till 1S'70« 
It was only after 1970 that the large industrial projects were established 
and we find that the performance is better than in other sectors of the 
country. Prog-ress in some of the industrial projects like steel project 
and some of the oil based industries is remarkable and we can hope that 
the industry will constitute the bases of the economy in future when the 
oil will be exhausted. The Libyan government played an important role 
in the development of industry and all large establishments are owned by 
the government. Several laws have been enacted for the protection of 
national industries from foreign competition and at the same time keeping 
in view the importance of foreign capital in economic development, laws 
are made to encourage the foreign capital in the economy as long as they 
are beneficial for national development. The government has invested a 
great eunount of capital in different industrial projects and programmes 
IX 
and it is hoped that faster growth will be achieved in this sector. 
Chapter V is on planning of the country. The new Libyan rulars so 
far have given two development plans to their country. One three ;year 
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development plan lb73-7;3j and the other five year plan 1976-dO. ^e have/ 
a retrospective study of these plans and sketch out an economic profile 
of the economy which is not without a social side. Planning; in Lib;ya is 
a recent phenoaena. Planning in the modern sense does not exists in Libya 
in its early :, ears of independence and before when it was an Italian 
colony. I'he first five year plan was formed in Libya when it was a 
ilin^ 'dora, but the true planning in the modern sense started only after the 
revolution when the government undertook the first smu. three year plan. 
It was the first comprehensive plan based on a well thought out strategy. 
during 
The general strategs^this period is not to allow any single activity to 
dominate the others. Through planning Libyans in fact are aiming at a 
diversified economy independent of oil resources which have but to exhaust 
any way. It needs economic diversification to have more than one source 
of income, 'ife will see in this chapter that the accent has been shifted 
from the traditional oil and gas mining to unexplored or little explored 
fields such as agriculture, industry and public works which got the 
lion's share in allocations. 
Chapter VI shows the development of oil industry in Libya. Firstly 
the historical development of oil indus±ry since its emergence is ^ iven. 
Then the revenues from oil is shown. Some light is thrown on its produc-
tion and exploration activities. The Libyan oil policy is to receive as 
much revenue as they can from their oil wealth. Qathafi adopted a very 
aggressive policy and -^Q find that in the years after the revolution the 
production of oil decreased while the revenues increased due to higher 
prices. The main oil policy is to control its oil wealth and utilise it 
in the best way to enhance economic development and to increase the 
general welfare. I'jany petro-chemical industries are heing established 
in order to receive more benefit from the oil wealth and a major part of 
the revenues are spent on public worts. The Libyan people are much better 
now than what they were in the pre-revolutionary period as it is reflected 
in the increased medical facilities, educational facilities, incrcc„sed 
number of roads, housing and increased enploj'ment opportunities for Libyans. 
Chapter VII includes a sumr.ary, conclusions and recommendations. 
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C H A P T E R I 
lUTRODUCTIOE 
C H A P T E H I 
IMTRODUCTIOg 
The Libyan economy must be viewed from a dual p e r s p e c t i v e . There 
i s dominant h i g h l y c a p i t a l i n t e n s i v e o i l s e c t o r and a t r a d i t i o n a l 
l abour i n t e n s i v e n o n - o i l s e c t o r . O i l now a c c o u n t s f o r 95 p e r cen t of 
i t s e x p o r t e a r n i n g s , g e n e r a t i n g a b o u t 50 p e r cen t of the Gross Domestic 
P roduc t b u t p r o v i d e employment f o r l e s s than 10 p e r cen t of the t o t a l 
l abour f o r c e . 
Desp i t e the n e g a t i v e a s p e c t of o i l based economic development , the 
o i l s e c t o r i s ve ry i m p o r t a n t f o r L ibya . The income from o i l i n r e c e n t 
y e a r s i s e s t i m a t e d a t I dOOO m i l l i o n which has b o o s t e d the l e v e l of Gross 
N a t i o n a l P r o d u c t to $ 16,310 m i l l i o n making Libya the r i c h e s t coun t ry i n 
A f r i c a . A c c o r d i n j to the ¥ o r l d Bank s t a t i s t i c s f o r 1976, Libya i s the 
f o u r t e e n t h r i c h e s t coun t ry i n the w o r l d . I t i s the i n c r e a s i n g income from 
o i l t h a t has made Libya so r i c h . Otherwise i n the e a r l y y e a r s of i t s 
i ndependence , some economis t s were d o u b t f u l abou t i t s v i a b i l i t y . The 
Libyan economy was dependent on f o r e i g n a i d to f i n a n c e i t s development 
programmes. 
Like most of the o i l e x p o r t i n g c o u n t i e s one of the main o b j e c t i v e s 
of Libyan economy i s to use i t s o i l r e s o i i r c e s f o r the long Tun development 
of the c o u n t r y . The i n c r e a s e i n o i l p r i c e s from the end of 197^ "to e a r l y 
I9BO have once a g a i n b rough t the o i l e x p o r t i n g coxin t r ies t o the f o r e i n 
the a n a l y s i s of the wor ld economic development and the b a l a n c e of payments 
1 . Middle EAst Year Book IC Magazine L t d . F a c t s And F i g u r e s 1979, p . I 5 I 
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adjustments. Libya is one of the countries which have current account 
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svirplus during the 1970's. 
Expansion in oil market and revenues, the greater political stability/, 
nearness to Western European markets, provide Libya an opportunity to 
achieve its most desired goal of diversifying the economy. It is propo-
sed here to analyse this economy which in recent years has embarked on 
a course of development. An anal^^sis of the two contrasting periods will 
be made which this country has experienced. 
1) The period after independence till 19^9 i«e from 19I?1 to 
1969. 
2) The per iod a f t e r I969 when the g rea t revolu t ion took p l a c e . 
A MM£M^ > few young army of f i ce r s over threw the monarcny 
linder the leadership of colonel Qathafi . 
Libya had become r i c h coujatry long before the revolut ion of f i r s t 
September 1969* OH had been discovered a l l of ten ^'ears e a r l i e r in Iiay 
1S59* Sut r i j l i L u^ j fco i'u' j."i /oliitio.i the OJ" .iiia.'^ people^ of ^i'o;;,; Tc 11 
l i t t l e O L" ULl'3 ' .C ^ I h , o2 l \ ± L' i, ) 1.1 0 '^ ' 'i LL J J^OKXIH^ ,<'k .J, ] b i l . 
71 th Lite 'i ^± . ^ OL' ' /3l^ tL:> , -^ ^^•', t'lo countrj- catorod .„i^ oiaor 
stage of its economic and political life. This stage brought it more 
sharply into world focus. Besides major political reforms, efforts to 
change the economic and social structure of the country were begun and 
these have been continued. 
In tuis study we propose to examine some structural aspects of Libyan 
economy such as agriculture, industry, planning and basic pattern of eco-
nomic organisation. Before going into details we shall have an account 
2. World Economic Outlook, A Survey by the staff of the IMF, Mayl9oOjp.24. 
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of its geographic position and climatic conditions which exerciser a 
great influence on the country's economic and political life. 
Definition Of The Area 
The present day Libya is in the centre of north Africa. Although 
the name Libya is ancient but it has noV occupied the same a^®^* Modern 
Libya is an Arab country. It became an independent nation on 24th j^ecem-
ber, ly^l and was called as the 1inydom of Libya, but after revolution 
of first September it became a republic. 
Libj'a is located in the center of north Africa has a mediteranean 
coastline of 1200 miles. It extends through a vast territory from the 
cerl."^ ' ^  
central mediteranean coast of north Africa to the highlands of north/Africa. 
It occupies an area of about 680,000 square miles ( l,790j400 square km ). 
To the north it is bounded by the mediteranean sea, in the east by United 
Arab Republic and a small corner of Sudan. On the south by Chad and Niger 
Republic and on the west by Tunisia and Algeria. It is the fourth largest 
country on the African continent and is about half times the size of 
American state of Texas or seven times the siije of United Kingdom. Before 
revolution there were three component areas of Libya: Tripolitania in the 
west with an area of 2855OOO sq km, Cyrenaica.in the east with an area of 
905JOOO sq km, and Fezzan in the south with an area of 570,000 sq km. 
After the revolution these areas were renamed as the western provinck, 
Eastern province, and Southern province respectively. In 1977 in addi-
tion to other changes the country has become a socialist state and was 
named as the Socialist People's Libyan Arab Jamahiriya. 
Climate 
The climate of d i f fe ren t p a r t s of Libya v a r i e s accordingly to land 
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structxire and geographical location. The coastal area have good and 
moderate weather nearly the yea^ around and recieve a big quantity of rain 
especially in winter. 
The desert has a continental climate. It is hot in day and cold in 
night. There is little difference in the climate in general. For most 
part, the climate of Libya is characterised by two distinct seasons: the 
warm and hot dry season from May to October, and the cold and rainy season 
from Kovember to April. Another beat known featxire of the Libyan climate 
is a hot dry wind known as the Ghibli. It may blow at any time of the year. 
It raised the temprature in the north from 30 degree to 40 degree in a few 
hoiirs J hide the sun and damage the growing crop, spray layers of dusts 
everywhere. 
C H A P T E R I I 
A BxHIi.])' ECCiOiilG hl31\iliY 
C H A P T E E 1 1 
A BRIEF ECOtlOMIC HIIDTORY 
Libya i e an a n c i e n t l a n d . I f the f i n d i n g s of the r e c e n t e x c a v a t i o n s 
a r e to he b e l i e v e d , her h i s t o r y d a t e s backs to 10,000 B.C. In the s even th 
centiixy b e f o r e the c h r i s t i a n e r a , two peop l e mi^ ' rated to L ibya , P h o e n i c i a n 
and a n c i e n t Greeks . Both developed c i v i l i z a t i o n which p roved r e s i l i e n t 
and f o r m i d a b l e . In 643 A.D Libya f e l l t o the marching Muslim a r m i e s from 
A r a b i a . So up t i l l I 9 I I ) Libya was a p a r t of Turk ish C a l i p h a t e . Under 
the Turk i sh r u l e l i t t l e at tempL nuu iw Co to develop the economy. The 
r u l e r i j d id loL '.•'•^O-.J an^/ i n t e r e s t i n deve lop ing a g r i c u l t u r e , i n expans ion 
of t r a d e and commerce or even i n e d u c a t i n g the p e o p l e . 
>fith the d i s i n t e g r a t i o n of TurlcLsh r u l e i n I912 Libya became the c o l -
ony of I t l a y . Under I t a l i a n i m p e r i a l i s m too n o t h i n g was done to improve 
the c o n d i t i o n s of Libyan p e o p l e . I t a l i a n s deployed the Libyan f o r c e s . 
Economical ly i t was one of the most backward n a t i o n of n o r t h A f r i c a n coun-
t r i e s . About 90 pel" cen t of the t o t a l p o p u l a t i o n was i l l i t e r a t e and p e r 
c a p i t a income was app rox ima te ly 30 d o l l a r s a y e a r . S t anda rd of l i v i n g was 
-j so low tha,t many of the n a t i v e s s u b s i s t e d on 1,500 to 1,800 c a l a r i e s of 
food a day and spen t tiO p e r cen t of t h e i r income on food . 
Some expans ion of economic a c t i v i t y took p l a c e du r ing the I t a l i a n 
a d m i n i s t r a t i o n . I t c o n s t i t u t e d a u s e f u l base f o r the Libyan economy i n 
f u t u r e b u t was of no use t o Libyan p e o p l e a t t h a t t i m e . The World Bank 
Miss ion i n Libya i n 1959 acknowledged t h a t the " I t a l i a n s l e f t Libya a 
v a l u a b l e l e g a c y of b u i l d i n g , r o a d s , p o r t s and o t h e r p u b l i c i n s t a l l a t i o n s , 
1 . Se r rano V i l l a r d Henry, Libya: The New Arab Kingdom Of IJorth A f r i c a , 
Corne l l U n i v e r s i t y P r e s s l;>56, p . 4 
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together with the result of fairly extensive research work relating part-
2 
icularly to agriculture and mineral resources," Despite these contribut-
tions the mission noted : 
n 
It must be recognised however that the Libyans paid heavily for what 
the Italians achieved. They were pushed off some of the best farming land 
in the coujitry, large number of their livestock were lost in fighti-
nci especially in Cyrenaica, and their traditional industries suffered 
severely from competition from Italian products. Moreover , the Italians 
did little or nothing to prepare the Libyan people for self government. 
Education and technical traininij, were neglected, and the Libyans were vir-
txially excluded from the administration. As a result through no fault of 
its own, Libya has remained heavily dependent on foreign administration 
and technical personnel, and the training of Libyans to replace them is 
still the mojt difficult of all the problems associated with economic 
development." 
The defeat of Italy in the Second World War broizght the French, 
Americans and Britishers to this north west African country. They did 
nothing worth mentioning about economic development of Libya. Whatever 
infra-structure was made during the Italian rule was destroyed in the war. 
These foreign powers manipulated in 1951 a looal monarchy under thfr 
despotic character of King Idris. 
2. IBRD Rep ort. The Economic Development Of Libya, John Hopkins Bal— 
more,i960, p.24 
3. Ibid. 
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Libyan Economy Under The Monarchy 
After the attainment of independence in 1951j and even before vari-
ous economists, agronomists, historians and archaeologists made arguments 
about the conditions of the economy. All of them fo\ind Libya an londer-
developed country. Similar was the report of the United Nations Mission 
in 1950-52. Some seventy people in different capacities served on the 
staff of this mission. In the appraisal of Libya's general economic pro-
5 
blems included in this first annual report, the comnissioner said: 
Libya is an underdeveloped area with a marginal agricultural economy, 
basically handicapped by inadequate rainfall and poor soil. Sub soil 
resources have not been found in commercially expoitghle quantity. Great 
areas of the country are completely desert, but in the coastal region, 
and in the oases, irrigation , dry farming and animal husbandry offer the 
possibility of a viable agricultural economy. There are offshore fishing 
possibilities, particularly, in tuna and sponge fishing, which might be 
developed fxirther. However the indigenous population is untrained in the 
proper utilisation of land and the conjrervation of water, and lacks the 
material resources and technical knowledge to tap underground water except 
by simple water wells. It is believed that the coxintry could grow the 
crops and flocks needed for its subsistance and for a small export trade 
4« Adrian Pelt, Libyan Independence & The United Nations, Yale Unvers-
ity Press 1970> ( '^^ author of this book served as a commissioner 
to the mission ). 
5.Ibid p.394 
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Toy cai'eful dry-farming and by greater and more efficient drawing of water 
for irrigation. Up to present, however, the crop surplus for export has 
been small and irregular, limited not only by lack of hvunan skill and 
capital resources, but also by reciorrent severe droughts. Libyan agric-
ult-ural products which might be exported are generally of inferior qua-
is 
lity and high cost; this/due not only to poor methods of agriculture, but 
also due to lack of markets, skills and facilities. 
Tliere was lack of foreign assistance on which the economy was heavi-
ly dependent and lack of banking and credit facilities following the 
closure of the Italian banks in 1943 upon the defeat of the Italian forces. 
At the time when Libya was not yet independent but the talks were 
going aroiind, the country's most important problem was to get technical 
assistance and the continiiation of the same during the period between 
Libya's aq_uisition of independence and its admission to the United Nation's 
family. To get out of this deadlock, the commisijioner suggested to the 
government of France and United Kingdom in March and April 191?0 which 
were the administering power at the time to ask to the secretary Gene-
ral to de-fcermine the foreign relation of the three territories. At 
first the two govarnments did not respond but in June the United Kingdom 
informed the commissioner to make a comprehensive survey of the economic 
conditions of Cyrenaica and 1b?ipolitania. 
Libya in 1950 was a very poor coma try lacking natural resources, and 
economic activity was at a very low level which was further aggravated 
by the devastation in the Ilnd World War. Libya's chief asset at the 
time of its independence was its strategic position on the southern shores 
9. 
of the Mediterranean, which was of interest to the three great powers, 
United Kingdom, United States and France. And this was the main reason 
which helped the country to get technical assistance from these countries. 
However the commissioner did his best to generalise the aid-to-Libya pro-
gramme on a United Nations basis. 
This United Nations Mission of I950-52 made an analysis of the 
problem with which the new country was tcpe faced and suggested the sol-
utions to the problem. This task was done in collaboration with the 
Secretary General and the specialised agencies. It was done in successive 
stages each carried out by a different technical assistance teamx 
(1) A preparatory mission (June-July 1950) "to define the terms and lim-
its of the United Nations effort, locally known as the Goodrich Mission, 
headed by Carter Good-rich. 
(2) A larger team of fourteen experts and the technical personnel headed 
by a chief economist, Joan Lindberg, to draw up an appraisal of balance 
sheet, of the Libyan economy (December 1950 to June 195l)« 
(3) and finally a team of 27 members headed by Benjamin Higgins as a chief 
economist' (June 1951 "to January 1952). This last team prepared a six year 
plan for the economic and social development of Libya which was submitted 
as a recommendation to the Libyan government and was accepted by it 
Q 
s h o r t l y a f t e r independence. 
6. Ib id pp.665-669 
7 . Ib id p . 674 
8 . Ib id pp.686-698 
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g^ oodrich Mission 
Goodxich Mission made many useful recommendations. The principal 
recommendations were that " a balance sheet " of the Libyan economy should 
be drawn up, followed by a plan for economic development. The report 
recommended the strenghening of the United Nations Mission in Libya; to 
define the timing of technical assistance and to make specific proposals 
as to what technical assistance oiight to be provided immediately and what 
might be left until latter. The mission emphasized the need for a chain 
of technical assistance, the need for general economic survey, in the 
field of public health; emphasize the need for appointing an experienced 
public health consultant to help the new government to draft a set of 
regulations and a public health programme. 
Joan Lindberg's Report 
The General Economic Appraisal of Libya, prepared for the United 
Nations Technical Assistance Administration (TAA.) by Lindberg, was com-
pleted in late Jxrne 1951* In its final report the Economic Appraisal 
confirmed Libya's extreme poverty and the limitations of the economy. 
Lindberg pointed out that agriculture was the mainstay of the Libyan 
economy and was likely to remain so for a long time to come...Consequen-
tly Libya was barely able to grow an adeq-uate diet for its people, and 
drought often broxoght real hardships and famine conditions. The weakness 
of the economy was strikingly illustrated by the fact that national inco-
me Was estimated at 35 dollars per head per annum. The balance of paym-
ents for four years immediately preceding the independence i.e 1947-50 
11. 
had been in chronic and heavy deficit, covered only by foreign aid. 
By and large, grants in aid from the administrating powers covered 85 
per cent of the adverse balance . The sitiiation is revealed in the fig-
ures of exports and imports. In 1950 the Libyan exports were about $6,346, 
600 whereas the cost of imports was $14,190J400. This gap was closed by 
military expenditio-e ($6,736,800) and by grant in aid ($3,738,000). At 
that 1950 was a year which showed some improvement in terms of trade, but 
income from exports covered only 45 pe^ cent of the cost of imports. On 
the credit side, military expenditure amounted to 40 per cent and the 
grant in aid to another 20 per cent of the cost. This shows just how de-
pendent Libya was on help from foreign powers and their military expend-
iture. Lindberg also pointed out that there was little scopefor indust-
rial development due to lack of industrial raw material and domestic skills. 
Dealing with public finance, he presented a consolidated statement 
of the Libyan budget, which indicated that the total estimated deficit 
in the year I95I-52 would bo $4,870,339, or about 30 per cent of the total 
expenditxire of $16,550*531. 
Higgins Report 
The final report was completed in July 1952. The chief 
economist Benjamin Higgins observed: 
" Libya combines within the borders of one country virtually all the 
obstacles to development can be found anywhere: geographical, economic, 
political, social and technological. If Libya can be brought to a stage 
of sustained growth there is hope for every country in the world." 
12. 
The recommendations for an economic and social development progr-
amme for Libya, as presented by experts in the Higgins report, followed 
the pattern which had emerged in the Economic Appraisal and from the di-
scussions in the international groups of^X^jerts on the establishment of 
a new currency, the development of financing institutions, and the arra-
ngements for the subsidy to the budget. Higi<,ins briefly summarised the 
recommendations: The emphasis in the plan was on teaching the Libyans to 
do better what they are already doing. The recommendations oiid. not in-
clude any proposal for the new industries, for new modes of transports, 
for new public utilities, or for large scale investment projects of any 
other kind. The plan consisted of projects and programmes for improvem-
ents, expansion or restoration of existing plant skills, and undertakings 
and it delibrately emphasized projects for rural areas, which would work 
against migration to towns. 
The plan also included a set of recommendations concerning technical 
assistance to be provided by the United Nations agencies. It was poitited 
out that successful implementation of the plan would need a great deal 
of skilled administration and much further planning. There was a disti-
nct shortage of this type of skilled personnel in Libya, and the cost of 
erapolying foreigners will fall heavily on the Libyan budget. 
The reso\irces available to Libya for the development in the first 
year of its independence comprised technical co-operation fixnds from the 
United States totalling S 1,551,200; a grant to The Libyan Public Devel-
opment And Stabilization Agency and The Libyan Finance Corpoiation from 
the United Kingdom of 610,400 dollars; one from Italy of $ 28,000; and 
13 . 
the a s s i s t ance from the United Hat ions , including the maintenance of the 
Eesident Representativ.e 's o f f i ce , amounting to $ 900,000- making t o t a l 
of $ 4,153,600. In add i t i on , the United Kingdom provided a g r a n t - i n - a i d 
of f 6,608,000. Financial a s s i s t ance from the United S ta tes rose sharply-
a f t e r 1954> and in the f i nanc ia l agreement with the United Kingdom the 
development a s s i s t ance gran t was increased to $ 2,800,000 i n the years 
from 1953 to 1958, while the cont r ibu t ion from Prance was cut back to $ 
280,000. 
After the independence the government of Libya follow the guide'^ l i n e s 
of t h i s p l a n . However due to lack of fund i t never proved poss ib le to 
carry out the p lan on the sca le recommended. All these p lans and repor ts , 
were prepared a t the time when o i l resources were not discovered. The 
development financing p a t t e r n of coiirse changed completely a f t e r the d i s -
covery of o i l . And eventual ly a f t e r 1958 > "ttie things took such a shape 
tha t a l l these statements made by d i f fe ren t economists appear^ meaninglessi 
Tke modern economic h i s t o r y of Libya began only a f t e r the s t a r t of 
count ry ' s o i l indus t ry . I t was u n t i l the discovery of o i l tha t Libya 
was ©oonomically s tagnant . Tke purchasing power was low, foreign trade 
iraB l imi ted and d e f i c i t (both budgetary and foreign exchange d e f i c i t ) was 
a permanent f ea tu re . 
For economic development of any country there are two main cons t ra -
i n t s , the saving cons t r a in t and the trade c o n s t r a i n t . The f i r s t occur 
when the i n t e r n a l savings are l e s s than the investment and the trade 
cons t r a in t occur when imports are more than expor t s . In an laiderdeveloped 
cotmtry usua l ly both these gaps are found. I t i s genera l ly presiuned 
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t h a t in the i n i t i a l s tages of development the imports of var ious th ings 
w i l l swell and the foreign exchange d e f i c i t w i l l i n c r e a s e . In Lihya in. 
the p r e - o i l era we found both these gaps; imports were continuously-
increas ing causing a gap i n the trade sec to r and the i n t e r n a l savings 
were low due to low per cap i t a income. The economy was heavi ly dependent 
on foreign a id to cover these two gaps. This foreign a s s i s t ance did 
increase the economic a c t i v i t y hut a t the same time caused i n f l a t i o n in 
the economy. Moreover due to lack of human and other na tu ra l r esources , 
i t was not poss ib le for the country to make an e f f i c i e n t use of the 
foreign a id . And thus the increased foreign a id did not correspond any 
increase in consumption or t o t a l income. 
In 1954J the t o t a l value of Libya 's imports amovmted to 11,198,000 
Libyan Pounds, on the other hand the t o t a l value of domestic exports 
amounted to 3j668,000 poiinds and T&exports to only 170,000 Libyan Fovaida, 
In 1950-51 t o t a l expenditure amounted to 5>520,000 Libyan Pounds while 
domestic revenues reached a t o t a l of 3j658,000 Libyan Pounds, leaving a 
d e f i c i t of 1,862,000 Libyan Pounds." 
Production i s c a r r i ed with the help of d i f f e ren t f ac to r s of produc-
t i on . Usually cap i t a l i s considered a c r i t i c a l f ac to r of p roduc t ion , in 
the economic development of underdeveloped count r ies e spec i a l l y i n Asia 
where they apply the labour in tens ive techniques of product ion. I t i s 
poss ib le there to withdraw the labour from the subs is tence farming with+-
9. United Kingdom Of Libya, Ministry Of National Economy, S t a t i s t i c a l 
Abstract ipf Libya I96O, Census And S t a t i s t i c a l Department.p. 16 
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out reducing the volume of output 'because of zero marginal p roduc t iv i t y . 
But more r ecen t ly events and developments e spec ia l ly in the newly r i c h 
o i l countr ies made i t c l ea r t h a t , even though increased c a p i t a l may be 
a necessary condition for economic growth, i t i s not a su f f i c i en t condi-
t ion for i t . Only the supply of c ap i t a l funds to a backward country can 
not solve the problem of i t s economic development. This i s very true and. 
i s pointed out by Bauer and Yamey in a book on economic development. 
Ihese two economists pointed out t ha t economic development i s the 
r e s u l t of a combination of s o c i a l , c u l t u r a l , p o l i t i c a l and economic cha-
nges which in turn bring^ about fur ther changes. At most i t can be said 
tha t economic development has been accompanied, i n t e r a l i a , bj a hightened 
sjSrit of e n t e r p r i s e , by c a p i t a l formation, by improvement in production 
techniques, and by improvements in the economic q i i a l i t i e s and productive 
capaci ty of labour . But i t seems impossible to i s o l a t e any one of these 
as a»|inevitable prime mover in the process of economic development and 
change. Ibe p roduc t iv i ty of resovircea^nd i t s importance depends upon 
the a v a i l a b i l i t y of the complementary fac to r s and of a market for the 
output . 
In Libya the problem i s how to use the surplus c a p i t a l in the form 
of o i l revenues e f f e c t i v e l y . There i s an insuf f ic iency of su i t ab l e opp-
o r t u n i t i e s for the p r o f i t a b l e employment of the ava i l ab l e funds and there 
i s a shortage of the s k i l l e d manpower-. The problem of economic develop-
ment i s not merely of c o l l e c t i n g q u a n t i t i e s of c a p i t a l , but of deciding 
10. P.T.Bauer & B.S.Yamey, The Economics Of Underdevelopment, Cambrige 
Univers i ty P r e s s , 1959jPP.127-131 
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the form i t should take and the spec i f i c uses to which i t should be p u t . 
The sources of c a p i t a l and method of i t s accumulation and investment 
a f f ec t these forms and uses ,and p roduc t iv i ty of c ap i t a l and i t s con t r ib -
ut ion to economic growth. In case of Libya bes ides the lack of na tu ra l 
resources other than o i l human cap i t a l i s the most c r i t i c a l f ac to r in tha 
economic development of the country. 
According to the t r a d i t i o n a l concept of c a p i t a l , i t inc ludes only 
those manmade a ids which help in production of o ther goods such as t o o l s , 
machinery, p l a n t s and equipments. And thus c a p i t a l formation i s usual ly 
i d e n t i f i e d with the ne t increase of land, durable equipment, commodity 
stock and foreign c la ims. But the concept w i l l be misleading i f we exc-
lude human cap i t a l from the concept. Emphasising the importance of 
human cap i t a l in the process of economic growth Schtiltz pointed out t ha t 
much of what we c a l l consumption cons t i t u t e investment in human c a p i t a l . 
Direct expenditure on educat ion, hea l th se rv ices and i n t e r n a l migration 
to take advantage of b e t t e r Job opportxmities are c lea r examples of such 
investments. The expenditure on human cap i t a l cont r ibu te to the produc-
t i v i t y by r a i s i n g the q u a l i t y of labour and these out lays y i e l d a cont-
inuing re turn in fu tu re . Prof. Schultz fu r the r po in ted out t ha t even 
the cijrrent inputs such as expendittire on food and s h e l t e r i s considered 
as investment in the sense t ha t i t provide energy and stamina for hard 
work. Thus c a p i t a l s tock should be i n t e r p r e t e d more broadly to include 
the body of knowldge possessed by the populat ion and the capaci ty and 
t r a in ing of the populat ion to use i t e f f e c t i v e l y . 
1 1 . Theodore.W.Schultz, INvestment in Human Cap i t a l , London; 1971 PP»24-25 
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The investment in hijiaan cap i t a l i s of p a r t i c u l a r importance to the 
coiintries where laboirr i s i n a r e l a t i v e l y shor t supply. I t i s the qua-
l i t a t i v e aspect which concerns here . By increas ing the investment i n 
h;man cap i t a l the Libyan economy can develop a working force tha t w i l l 
"be able to do productive work e f f i c i e n t l y . In Libya labour i s not only 
in shor t supply but i s a l s o i inski l led . In order to increase the produc-
t ive capacity of i t s populat ion the Libyan government should increase the 
investment in hea l th f a c i l i t i e s by providing more h o s p i t a l s and other 
medical f a c i l i t i e s , in t r a i n i n g and in education a t the elementry and 
secondary and higher l e v e l s The educat ional po l i cy should be such tha t 
i t could produce managers, admin i s t r a to r s , p ro fess iona l technic ians e c t . 
Special p r i o r i t y should be given in the f i e l d of a g r i c u l t u r e and indus t ry . 
The Libyan government have a l ready undertaken a programme of t h i s s o r t 
discussed in the l a t t e r chap te r s . 
In order to understand the economic s t r uc tu r e of the coiontry before 
revolu t ion we wi l l analyse some of the bas ic economic t rends in Libya 
during 1951-69* 
A. Population 
The huMan resource p a t t e r n has not changed much in Libya 
i n almost a l l aspects namely i t s s i z e , area wise d i s t r i b u t i o n , occupa-
t i o n a l p a t t e r n , education and s k i l l and generalAiealth of the peop le . 
The t o t a l populat ion of Libya according to the f i r s t na t iona l census 
1? held in 1954 was j u s t under 1.1 (1.091,830) m i l l i o n s . According to the 
United Nations r epor t prepared by Benjamin Higgins the b i r t h r a t e in 
12. Middle East & Korth Afr ica , Europa Pub l i ca t ion , 1971-72 
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Libya was 5.3 per cent per anmam and the death r a t e was es t imated a t 4»2 
per cent per annum. High b i r t h r a t e was o f f se t by high death r a t e and 
thus the r a t e of populat ion growth was only 1.1 per cen t . The high 
i n f an t mor ta l i ty r a t e was the r e s u l t of lack of medical f a c i l i t i e s and 
the widespread i l l i t e r a c y among women. The Libyan popula t ion was very 
small in r e l a t i o n to the vas t land area and tha t too was d i s t r i b u t e d spa-
r s e l y , 738,000 in T r i p o l i t a n i a , 291,000 in Cyrenaica and 59,000 in 
Fezzan. These areas were separated by hundered of miles of de se r t . A 
very high percentage of populat ion was nomads and semi-nomads. Urban 
centre claimed only 30 per cent of the t o t a l populat ion while another 
30 per cent were r u r a l i nhab i t an t s the r e s t were nomads and semi-nomads. 
B. Total Labour Force And Employment 
In 1964 t o t a l labo-ur force of Libya was est imated between 360,000 
and 380,000. Non-agr icul tura l employment accounted for about 31 per cent 
and about 2.5 per cent of the t o t a l labour force was employed in the 
non-o i l s ec to r . In r u r a l aJceas about 85 per cent of the pojittlation was 
engaged in ag r i cu l t u r e and about 15 per cent in secondary and t e r t i a r y 
s e c t o r s . In virban areas 20-25 per cent of the workforce was engaged in 
a g r i c u l t u r e . For the country as a whole about 65 per cent of the labour 
force was engaged in agrioultxire and 35 per cent in se rv ices and manufa-
14 d u r i n g and cons t ruc t ion . 
13 . Yusif.A.Sayigh, The Economies Of Arab World, Vol I ; Development 
Since 1945? Croom Helm London, p . 424 
14. Rawle Far ley , Planning For Development In Libyat The Exceptional 
Economy In The Developing World| Preger Pub l i shers 1971 pp.62,63 
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C. Education And Literacy 
In the early history of Libyan economy and society very few people 
had any education. In 1954 about 81.1 per cent of population of ten 
years and over was illiterate. Lack of educational facilities for the 
indigeilpus people in Libya is one of the results of long history of fore-
ign occupations. In 1921 there were only four primary schools with 661 
pupils. In the early period the only means of education was the Quranio; 
schools. It was only in the latter period of Italian rule that some 
expansion in education took place. But this education was not for the 
benefit of Libyans and its main pairpose was to teach the Italian language 
and culture so as to plant Italian principles and ideas and kill Libyan 
nationalism. 
Literacy and education increased fastly after independence. This 
is reflected by the data in the following table 1. 
lA-BLE I. 
Education In Libya 
Level Of Educa-
t ion 
Kindergarten 
Primary 
Prepatory 
Secondary 
Technical 
Teacher 's t r a in ing 
Higher 
1950-51 
No J of Students 
Schools 
20 
495 
-
8 
-
-
— 
— 
32,115 
-
300 
237 
89 
32 
1968-69 
Nos of s tudents 
Schools 
— 
IO69 
144 
25 
11 
23 
7 
— 
270,617 
29,181 
7,181 
1,259 
5,159 
2,494 
Soxirce 1 Middle East And North Africa, 1971-72 
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Eumber of s tudents increased a t a l l l e v e l s during 1950-69« The governm-
ent had pa td g rea t a t t e n t i o n to education a f t e r independence. A law-
was passed iinder which education was made compulsory and free of charge. 
The progress i s impi^fesive buL i t i s not enough for the count ry ' s need. 
Libyan s t i l l have to go a long way in t h i s f i e l d . 
D. Economic Growth» An Analysis Of 'Ilie Rising National Income 
A coiintry 's economic development i s t r a d i t i o n a l l y assesssed in terms 
of the t rend and growth of i t s gross na t iona l product . Libya 's gross 
na t iona l product had \indergone a g r ea t change during I95O-69. In 1950 
na t iona l income was est imated no more than I5 mi l l ion pounds. A trend in 
the gross domestic product and a percentage r a t e of growth i s given in 
table number 2. 
TABLE 2. 
Gross Domestic Product At Factor Cost I95I-69 
^ (LI) Million) 
TEAR GLP fo r a t e of growth 
1950 15 20.9 
1951 43 7.7 
1958 52 8.9 
1959 56 14.7 
i960 61 122.1 
1961 70 51«3 
1962 155.5 54.9 
1963 235-3 35.0 
1964 364.6 29.0 
1965 492.1 17.8 
1966 634.9 43.4 
1967 747.8 14.0 
1968 1,072.6 
1969 1,223.0 
Source : Yusif.A.Sayigh op.,citp.453 
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There was atout a foiir fold increase in gross domestic product of 
the country between 1950-59* This increase in national income was not 
due to any increase in the gross domestic output of the country or rise 
in internal productivity. It was accounted largely by external forces 
sunh as oil exploration, foreign military expenditure, external assistance 
and expansion of other activities such as construction, wholesale and 
retail trade. The net effect was to increase the national income without 
generating a corresponding increase in output. It caused inflation in 
15 the economy. 
The increase in nc.tional income after the discovery of oil was even 
more rapid. The gross domestic product at factor cost has risen from 
LD 43 million in 1957 to LD 1,223.0 million in l')69. This high rate of 
growth was obviously due to vast expansion in the country's oil revenues. 
In this period the rate of growth of per capita income was estimated 
15.7 per cent annually. Although the benefits of this growth was not 
evenly distributed throughout the population, there is enough evidence 
to suggest that Libyans at all levels of the society were better in eco-
nomic terms in I969 than in 1951* 
Overall Economic Development 
Shortly after the discovery of oil the Libyan economy of early 
1960*3 underwent a remarkable rate of growth as a result of the phenome-
nal expansion in the output of crude oil and cash proceeds therefrom. 
But that was largely growth without development. The immediate effect 
i5« Rawel Farley, op.,oit 1972., p.110 
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of the oil revenues was the increased demand for trade and aiizliary 
services without building the basic productive aectors particularly agr-
iculture and industry. To prove this statement it will be sufficient 
to point out that over eight year's period (I962-69) just preceding th« 
PiTst September revolution the total development expenditure was only 
LD 562 million (or 70 million LD anually ) of this the expenditure on 
agriculture was 66 million LD (approximately 8 million LD per year), 
share of industry was only 28 million LD i.e 3.5 million LD per year. 
Thus the opportunity of creating the xinderlying structure was lar-
gely missed by the Libyan governmernt. None of the secto_r can constit-
ute the basis of the economy. As a result a distinctly dual economy 
emerged, made up of highly developed and fast growing oilsector on the 
one hand and traditional sector on the other. The multiplier effect of 
this lopsided development was the increased reliance on foreign markets 
for meeting the growing demand for a variety of commodities and services. 
This pattern of development had led to a sharp ma1-distribution of 
income over different regions and between different individuals and 
social classes. A large proportion of income was appropriated by the 
higher income groups. Besides there were number of maladjustments iff 
K 
in the social infra-struetiire of the country. As already pointed out 
there was an inconsistency between the educational structure and the 
urgent requirements of the economy for the skilled labour force. Within 
the few years oil had become the main contributor to the national income. 
The oil revenues increased 12 times during this period (I962-69). It 
had increased from 48.7 million LD to 6I9.2 million LD in I969. While 
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the revenue from agricultizre only increased from 17.3 million LD to 
22.6 million LD during the same period. Similarly the revenue from 
industrial sector increased from 10 million LD to 19*3 million LD. 
Consequently cotritution in national income hy the productive sect-
ors such as agriculture and industry had dropped against an increased 
contribution by the oil sector. The share of industry dropped from 5*6 
per cent in I962 to I.7 per cent in 1969? and the share of agricultu3'a.l 
sector from 9.*^  pe^' cent to 2.4 per cent. In contrast to this the oil 
sector contribution had increased from 26.4 per cent to 65.? per cent 
during 1962-69. This shows the over due importance of oil in the 
16 
economy. 
The Revolution Of First September I969 
There lie political, social and economic causes behind this revol-
ution. It was an expression of what the Libyan people had long desired. 
In the words of colonel Qathafi " the revolution occirred because of 
national popular and human consideration." Some of the factors that pro-
duced revolution are poverty, injustice, persecution of the people, lack 
of proper housinij;, illiteracy, lack of medical facilities. The money 
was spent on royal palaces. The Libyan masses lacked hospitals, schools, 
highways, electricity, water and arms to defend themselves. Ihe nation 
Was absolutely governed by the King. People were excluded from any kind 
of participation. Oil production was completely in the hands of Western 
powers. Increased oil revenues were spent on luxurious goods for ente-
rtainment of royal faaailies instead of creating social infrastructure. 
Prices were raised and imports of foreign goods were increasing from $ 
31 million in 1953 to $ 645 million in I968. 
16. Ibid. 
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As a com'binecL effect of all these factors revolution took place in 
Libya on first September 1^6^. Libya is now a socialist country commi-
ted to the priciples of social and economic justice as enunciated in 
Islam. 
There are many countries in the Arab world which talk of Islamic 
way, but in actual practice they adopt the western style which has little 
in common with Islam. Before 19^9 revolution the condition was similar 
in Libya. The King was very much under the influence of Britishers. 
But after 19^9 revolution the situation was completely changed and the 
new governm^ i^ 'i adopted the Islamic system in every walk of life. The 
immediate effect of the revolution was that the use of liquor was comp-
letely prohibited and all night clubs were closed down. • In the latter 
years it ii realized that Libyan system is much more Islamic than other 
Arab countries. The Libyan leader, Qathafi has propounded a third int-
17 
ernational theory which is based on the divine concept of Islam. Act-
ually it is not any new thoery but we can say that it is a synthesis of 
capitalism and conmunism. This theory screens out the drawbacks of the 
other two theories now in practice in the world, namely capitalist and 
the coBununist. It urges the mankind for a return to God by adopting a 
third path, different from the two existing ones. 
theory 
The third international/adheres to the correct concept of religion 
and believes in the universality of Islam as it provides answers to every 
minute question whether it is earthly or spritual. Therefore the third 
theory is considered by the Libyan leader as the only path capable of 
17* Muamnar Al Qathafi, The Green Book, Public Es-tablishment,Spain., 
1977. 
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uprooting falsehood as it is based on the morals, ideals and values. 
Religion.he thought, ia the most vjtal necessity of Man without which 
he would simply err in life. Even the atheist who seems unaware of the 
religion has a religion of his own. The communist outside his official 
work may he a fervent or a non-fervent orthodox. The theory try to put 
an end to man's slavery to the materialistic objectives as it considers 
all man God's creatures, all being equal, gaining preference only thr-
ough piety. 
The third theory is based on both religion and nationalism. Acco-
rding to the theory God has created Man and scattered into different 
nationals in order to get aqueinted with each other and not to fight and 
quarrel with each other, none of us can do without these two paramount 
factors, which if ussd properly, can help to solve many problems. True 
believers in God can not attack other people, rob them of their freedom 
and enslave them, for this injustice which can not be commited by those 
who fe^r God. But those who went astray and, deliberately or, unconci-
ously, abondone religion, have no such consideration. To them might is 
right. Big powers attack other countries in disregard of any ethical 
obligations. Qathafi says such persons can not be trusted. This is 
the basic idea behind the third international theory, here we will give 
a brief idea of its political, economic and social aspects. 
Political Aspect 
The instrument of governing is the prime problem which any 
eojnmunity faces. The Gi^ een Book presented a solution to the problem of 
the instrument of governing. According to Qathafi all political systems 
in the world today are the product of the strijggle for power between 
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instruments of governing. P o l i t i c a l s t ruggle t h a t r e s u l t s in the v i c t o r y 
of a candidate with 51 per cent of votes lead to a d i c t a t o r i a l governing 
body disguised as a f a l s e democracy, since 49 per cent of the e l e c t o r a t e 
i s ru led hy an instrtunent of governing they did not vote for , hut had 
imposed upon them. Qathafi says tha t in ac tua l f a c t d i c t a t e r s h i p i s e s t -
abl ished under the cover of democracy. Representat ive democracy i s wrong 
because people ge t only one chance every f ive years or so to influence 
events for a few seconds, being a e l e c t o r with a v o t e . After tha t the 
e lec ted r ep re sen ta t ives are l e f t with a l l the dec i s ions . ' No r ep re se -
n t a t ion in l i e u of the people ' i s the slogeui of the t h i r d theory. The 
same so r t of c r i t i c i sm i s l eve l l ed aga ins t p a r t i e s . To make a pa r ty i s 
to s p l i t the soc i e ty . P a r t i e s in a mul t ipar ty s t a t e can only represen t 
sec t iona l i n t e r e s t , a pa r ty i s composed of people with common i n t e r e s t s . 
They form a par ty to achieve t he i r ends, impose t h e i r outlook on the 
soc ie ty as a whole. Since they represen t s only a smaller sec t ion of 
the soc ie ty , Qathafi says tha t a p a r t y do not have any r i g h t to govern 
the whole soc ie ty . 
In Libya people a re the au tho r i t y i t s e l f . To implement the autho-
r i t y of the pec^e congresses and committees a re formed. And these 
committees are the means by which the people make t h e i r decis ions and 
congresses are used to implement these dec i s ions . The system i s l i ke 
a pyramid with the b a s i s of power a t the bottom. In Libya the supreme 
l e g i s t a t i v e body i s the Basic People ' s Congresses (B.P.C). The people 
are divided in to I78 bas i c peop le ' s congresses according to the l o c a l i t y , 
each has i t s own s e c r e t a r i a t . All mat ters whether l o c a l , municipal , 
na t iona l or i n t e r n a t i o n a l are discussed by the l oca l pe op l e ' s congress. 
27. 
From each local congress, a number of delegates go to the General People's 
Congress (G.P.C). Also delegates from unions and professional associa-
tions, so that people have a channel throvigh the G.P.C via two ways 
through their participation in the B.P.C and throvigh these associations. 
The task of G.P.C is simply to express and rely the decision of their 
own local congresses. 
With the introduction of Jamahiilya system, in 1977} the meaning 
of the government underwent something of a metamorphosis. Before 1977 
it was a particular institution that governed through ministries and 
deparments; since then people have hecome the government. The functions 
of the ministries are now carried out by the people's authority. 
Such is the political system of the Libyan Jamahiriya. Some people 
criticize it as a nice but impracticable idea. But it is working in 
Libya and whether one approves it or not one can not get away from the 
fact that the system is revolutionary in terms of the world politics. 
Thoiigh the theory ic based on Islam but Qathafi says that it can be 
universally applied. In Libya law is based on Islam because it is the 
religion of the people of Libya. 
Economic And Social Aspect 
As for the economic aspect of the third theory, it trjas to seek 
the solution to the economic problem of the society. Qathafi's economic 
theory is based on the teachings of Islam. Islam provides for the real-
ization of social justice and eqiiality. It does not give right to any 
person to use his wealth as an instrument of suppression. Limitations 
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of property means, in Islam, that whenever suppression resulting from 
excessive wealth arises, the state becomes entitled to curb it, whether 
through eaqpropriation, nationalnisation, progressive income tax or any-
other suitable measirpe. However property may cont/aue to be free if it 
causes no harm. But wealth and property should not be allowed to 
co-exist in the society. In such a case, the government is entitled to 
enact t"he revelant laws which provide for taking away from the rich e»,nd 
to give to the poor. Economic theory of Qathafi is based on the similar 
principles. The theory stands against the expliotation of the poor by 
the rich. 
The new economic order in Jamahiriya is based on two guiding prin-
ciples. First is ' partners and not wage workers.' '<:iathafi says that 
wage workers are like slaves to the masters who hire them. The simple 
way to end this slavery is to involve the workers in the production pro-
cess. All economic institutions in Libya are xvai by the People's Comm-
ttees elected by the working force. The second principle is that 'in 
need freedom is latent.' This refer to the point where there is depen-
dence on the outside forces, there can be no real freedom and thus the 
economy is trying to be self sufficient through the diversification of 
the economy. The idea that any individual should not control anything 
which impinges on any one else has been extended to land, Qathafi says 
that land is no one's property, every one has a right to use it and get 
benefit out of it. Housing, food and clothing are considered as the 
basic necessities and right of every person in the society and the gov-
ernnent is responsble to provide these facilities. 
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Economic development a f t e r the revo lu t ion in con t ras t to the s t a -
gnation of p re - revo lu t ionary per iod c o n s t i t u t e the subject matter of our 
study which i s worthwhile in many ways. The count ry ' s unusual s i t u a t i o n 
and experience make i t a focus of spec ia l i n t e r e s t in the development 
world. 
C H A P T E E I I I 
AGRICULTURAL HETELOI'KMT MU ITS POTENTIALS 
C H A P T E R I I I 
AGRICULTURAL BEVELOPMBgT AND ITS FOTESETIALS 
A. Role Of A g r i c u l t u r e In The Economic Developmentt 
In the r e c e n t y e a r s , the v i t a l r o l e of a g r i c u l t u r e i n e a r l i e r 
s t a g e s of economic development has r e c e i v e d c o n s i d e r a b l e emphasis by a 
l a r g e number of e c o n o m i s t s . Most of the w e s t e r n economis t s a r e of the 
view t h a t i n the s t r a t e g y of economic development of a deve lop ing c o u n t r y 
p r i o r i t y shou ld be g iven to a g r i o u l t x i r e . Bauer and Yamey have emphas i -
zed the g e n e r a l c h a r a c t e r i s t i c s of a g r i c u l t i a r e i n t o d a y ' s underdeve loped 
c o u n t r i e s and have drawn a t t e n t i o n to the i m p o r t a n t r o l e a g r i c u l t u r e 
could p l a y i n the growth p r o c e s s . The a g r i c u l t t i r a l s e c t o r s e r v e d i n 
v a r i o u s r o l e s . I t p r o v i d e s l i v e l i h o o d to a l a r g e p a r t of u rban p o p u l a t i o n . 
I t s u p p l i e d a market f o r manufac tured goods and i s a l s o a source of 
c a p i t a l f o r i n d u s t r y . I t can p r o v i d e the government w i th s u b s t a n t i a l 
s o u r c e s of r evenues from cash c r o p s . The two economis t s remark p a r a d o -
x i c a l l y , t h a t the b e s t way to i n d u s t r i a l i s a t i o n i n any coizntry i s to 
use more r a t h e r than l e s s of i t s resoxirces to encourage the en la rgemen t 
of a g r i c u l t i i r a l o u t p u t and the improvements of a g r i c u l t u r a l t e c h n i q u e s . 
The main r e a s o n which i s advanced i n favour of t h i s s t a t e m e n t i s t h a t 
the most of the i n d u s t r i a l i s e d c o u n t r i e s of today irere once p r e d o m i n a n t l y 
a g r i c u l t u r a l and t h a t eacpanding a g r i c u l t u r e formed the b a s i s f o r the 
subsequen t e s t a b l i s h m e n t and expans ion of m a n u f a c t u r i n g . 
1 . Bauer & Yamey, o p . , c i t . p p . 235-236 
31. 
The general feeling is however that agriculture and industry are 
interdependent, and growth in one can cot proceed far while the other 
stagnates. A balanced effort is needed. Another important reason of 
the agriculture's importance in the national economic development of an 
underdeveloped country is its sheer dominance. In most of the less 
developed nations it is a major industry and a major source of livilihood 
in the early years of development. Libya is no exception. 
Planning for agricultural development in underdeveloped country is 
not a simple task. It requires long term programmes, heavy capital 
investments, and institutional reforms. These efforts can be classified 
into three general categories: 
(l) Capital expenditure, (2) institutional reforms, and (3) other 
protective measures. 
Agricultural development in most of the underdeveloped counixies requires 
heavy capital expenditxire to increase the agricultural productivity 
through better use of resources. Large scale irrigation projects are 
needed to bring the necessary water to farm lands. Other agricultural 
projects in land erosion, prevention, afforestation, and so on are 
necessary to improve the climate.and soil. General agricultural dise-
eases must be fought and eradicated to protect the existing production 
and cultivators interest. All these programmes reqILre capital expendi-
tiire that are often too great for private cultivators and the government 
should take the responsibility. But from the Libyan experience especi-
ally in the late 1970's we find that it is not only capital expenditure 
that is necessary for agricultural development. The Libyan government 
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have spent a lot of money on this sector but it failed to achieve any 
substantial increase in the production. The reason is the ineffective 
use of resources especially water which is so precarious and at the 
same time very important for agricultural development in Libya. 
It is found from the experience of many middle-eastern countries 
that proper agrarian reforms can improve the condition in the agricultural 
productivity. Egypt, Syria, Algeria and Iraq are some of the examples 
where productivity has increased through land reforms. In Libya only 
2 
limited measixres are undertaken and a more serious effort is needed. 
Institutional reforms are essential for agricultiiral development 
as it brings self improvements in the agricultural sector. The following 
are the most important meas-ures necessary for tho basic agricultural 
development in Libya: 
1. Small cultivators must be aided financially and technologiclly in 
order to begin and expand their production. 
2. Better seeds and more suitable methods of cultivation must be intro-
duced in order to improve the quality and quantity' of farm production. 
3. Extensive community development programmes and the stimulation of 
their participation in the process of agricultural development is needed. 
4. Rural and vocational schools in various fields such as dairying, 
poultry raising, fruit drying, bee keeping, livestock breeding, and farm 
management must be establised to improve the cultivator's technical and 
physical ability. 
2. Yusif.A.Sayigh, op.,ciL. I978 p. 53 
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5. The element of r i s k in farm product ion, caused t y the t r a d i t i o n a l 
i n e l a s t i c i t y in a g r i c u l t u r a l output with respec t to p r i c e changes, must 
be reduced throiigh ce r t a in p r i c e subs id ies and crop d i v e r s i f i c a t i o n . 
All these measures are imdcrtaken by the Libyan government for the 
a g r i c u l t u r a l development of the country. Plans for a g r i c u l t u r a l devel-
opment undertaken by the Libyan government are divided in to two broad 
ca t ego r i e s . F i r s t the phys ica l r ^ r m s which include p lans for i r r i g a t -
t ion and a f fo res t a t ion intended to r a i s e p roduc t iv i ty through b e t t e r 
u t i l i s a t i o n of i t s ava i l ab le resoi i rces . Secondly there are p lans which 
are intended to bring about the necessary s t r u c t u r a l Reforms. These 
p lans eeem to improve the c u l t i v a t o r ' s incent ives and p roduc t i v i t y 
through such measures as land reforms or community development p r o j e c t s . 
Before going in to d e t a i l s of these plans and t h e i r achievements i t 
w i l l be useful to introduce the major economic and g«%)£;!t«|^ iSfljL fea tures 
r e l evan t to a g r i c u l t u r a l development. 
Weather And Climate} 
The four p r i n c i p a l weather phenomena, the v a r i a t i o n in which 
a f f ec t the v i a b i l i t y of p l a n t - l i f e in c l ima t i ca l ly marginal environments, 
are p r e c i p i t a t i o n , hea t , humidity, and wind. By far the most important 
of these in Libya i s p r e c i p i t a t i o n . Libya enjoyes two seasons each year , 
one warm and the other cool . Olie warm season i s a dry season. 
Rainfal l? Rainfa l l throughout Libya i s e r r a t i c and scanty , and i t a l so 
v a r i e s from year to year in quan t i ty and d i s t r i b u t i o n . The r a i n f a l l i s 
3 . For Deta i l see J .A.Al lan, K.S.Mclachlan, E.T.Penrose . , Libya: Agr i -
cu l ture & Economic Development, Frankoass London 1973, pp.19-42 
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largely, if not entirely, caused by the cyclonic depressions which invades 
the mediterranean hasin in winter from west to east. Broadly, speaking 
rainfall is most abundant in the western regions and nearer the sea, and 
it varies in inverse proportion to the distance from the coast to the 
interior, as well as from west to the east. However, the highlands axe 
the exceptions. Here the increase in rainfall is explained by the alti-
tude. Thus Cyrenaica has markedly less rain than Tripolitania, and the 
northern part of Libya more than in the rest of the country. Jabal-El-
Akhdar has the highest amoixnt of rainfall in Litj/.i (about 20.7 inches 
anually). The traditional zones between the northern belt and the desert 
have a periodic precipitation, a season of fair, though limited, rainfall 
during which steppe vegetation bursts into life and the water table is 
replenished. 
In the desert region, the rainfall is episodic, coming largely in 
winter at irregular intervals and invariably as cloud bursts. The annual 
rainfall here is five inches. Almost the entire anniial precipitation 
may come in a single pour, lasting a few moments. So much water falls 
hi^h 
so quickly that little can penetrate the soil, and is evaporated by the/ 
Sun. In general, the rainfall of Libya averages 6 to 12 inches anniially. 
Temperature8 The temperature of Libya is generally affected by the foll-
owing factors. 
(l) The Mediterranean sea, (2) winds, (3) relief, and (4) geographical 
position. 
(1) The Medterranean Seat The presence of the Mediterranean sea of 
northern Libya has a great effect on the temperature conditions dxiring 
different seasons. The Mediterranean sea is notable for its warmth; 
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diiring the winter season, the sea's influence reduces the severity of 
cold on the coastal strip. In the siammer season, in spite of the warmth 
of the Mediterranean, its temperautre is relatively less than that of 
the neighboring areas; hence it moderates the high temperature of the 
coastal strip. 
Winds; 
'Ihe most important windj which affect the temperature are, the 
northees^erly trades, the Ghibli winds, and the northern cold winds. 
gortheasterly tradest These winds prevail over the entire northern part 
of Libya during summer. They make mild by moderating the hot tempera-.'^  
ture on the coast. 
The Ghibli Winds; These are local winds blowing from the desert d\iring 
spring and early siimmer, and also during autumn. It cau'jed an abrupt 
rise in temperature and a striking decrease of the humidity, bringing 
with them a sultry heat and dust storms from the heart of sahara desert. 
The Northern Cold Winds; These winds blow during wintei and, to a 
certain extent, in spring and autumn at the front or at the rear of the 
cyclonic depression which invade the mediterranean basin from west to 
east, passing over the northern part of the country and causing a temp-
erature decrease and precipitation. The northern winds sometimes bring 
air which cause severe cold waves to invade the northern part of Lioya, 
resulting in a sharp drop in tenperature to the freezing point. These 
cold waves last from one to ten days, depending on the duration of 
depression cells over the mediterranean basin. 
Relieft The temperature differs from the highlands to the low lands, 
according to the general formula of the lapse rate. And it is found 
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tha t the temperatoire of some s t a t i o n s in the mountains, Taoth in Tr ipol -
i t a n i a and in Cyrenaioa, d i f fe r from other s t a t i o n s ly ing in the ad jac-
ent a r e a s . For ins tance , in T t i p o l i t a n i a , the temperature of the h o t t -
e s t month (August) a t Bir El Ghnam about 145*4 meters or (469 fee t above 
the sea l e v e l ) i s 85»8 F, while a t Gharian about 725 meters or (2,378 
fee t e leva t ion) in the same month, i t i s only 79«2 P. In Cyrenaioa, a t 
sloogh about 6I meters or (200 fee t e l e v a t i o n ) , the temperature in August 
i s 79.2 F, while the Shah-Hat approximately 61 meters or (2,005 e leva t ion^ , 
i t i s only 72°P. 
Geographical Pos i t ion : Libya l i e s approximately between l a t i t u d e s 18 
and 3J H. DgSpite the fac t tha t a considerable p a r t of the coiintry i s 
loca ted in the middle l a t i t u d e iL i s subjected to the d e s e r t ' s inf luence 
because of i t s locat ion ai; the northern edge of the Sahara dese r t . The 
e f fec t of the deser t i t apparent in the general d i s t r i b u t i o n of the 
p r e c i p i t a t i o n and temperature. In the drought yea r s , e spec i a l l y i f they 
oome in tiwo or three sucessive yea r s , the deser t influence encroaches 
so s t rongly tha t the country i s almost e n t i r e l y dominated by the dese r t 
c l imate . In the ra iny y e a r s , the opposite to a c e r t a i n ex ten t occirrs. 
Drainage And Underground Water: There are no p renn ia l water courses in 
Libya which may proper ly be ca l l ed r i v e r s . The wadis are dry r i v e r beds, 
some times severa l hundered miles in lenght , and of considerable breadth . 
When these wadis are favoured by the e r r a t i c r a i n f a l l , vege ta t ion b u r s t s 
i n t o l i f e and the water t ab le i s rep len ished . Then the subterranean 
deposi t s are created which can be used for i r r i g a t i o n or drinking pvirp-
oses and whose water i s obtained in most sec t ions by digging or d r i l l i n g 
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wells of varying depths, while in other sections the water flows throiigh 
natural springs usually found in the wadi floors. There are no lakes 
except the Sabkhat 1!awargha or the small mars^, deep water lakes of the 
Kufra and Fezzan oases. Hence the sovirce of the surface and tmdergroimd 
water is completely dependent on the winter rainfall. 
Soils: 
The soil of Libya lies almost entirely within the pedocal soil 
groups. But local soils vary from place to place according to their 
physical characteristics, particularly with regard to their moisture 
holding capacity and their fertility. The soils of Libya are rarely 
clayey, but generally calcareous or silico-calcareous and poor in humus. 
Because of the mediterranean type of climate with scanty rainfall and 
dry hot summers; the vegetation is restricted in the country. Reddish 
soils (hamra earth or terra rosia) are found frequently on Jabal El Akhdar 
in Cyrenaica. 
Along the coast of Tripolitania, soils are predominantly light and 
.Baji%- and usually do not contain stones or light gravel. .'Ibe clay content 
is between 1 and 5 per cent. The lime content of Libyan soils in gene-
ral varies considerably from less than one per cent and more than 50 
per cent. Soil thickness ranges between 10 meters and 20 meters. Class-
ified as pedocalic regosols, these immature soils are loose, friable and 
permeable and contain free calcium carbonate both as fragments and small 
nodules. Unless protected by a vegetative cover, these soils are very 
susceptible to wind action, ft'hifting and fixed sand dunes occior along 
part of Tripolitania coastal strip and in the Jefara Plain. These sand 
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dunes are comprised of two types of sands; marine sands on the coast line, 
and continental (acolian) sand on the Jefara plain. Different combina-
tions of these two types give rise to many varieties of intermediate soils. 
The sand dunes are a big problem facing the Libyan authorities because 
of tneir encroachment on the agriculturamreas. 
The soils of interior plains (Jefara Plain) of Tripolitania is a 
compound of various types, with no sharp line discriminating them from 
those 01 the coastal strip. Cemented and crusted soils are fo\ind in 
the vicinity of Tripoli. A substantial area in the arid part of the 
western Jefara Plain is covered with a calcareous crist. Here the wea-
ther is very hot and rainfall is less than six inches annually, the land 
is not suitable for cultivation and is of little use for grazing. 
In the interior of Jerara Plain, some very limited alluvial mater-
ials occur in the valley floors, having been carried by intermittent wadis 
(valleys) which flow from the cretaceous bed of Jabal Tarablus to the 
Jefara Plain. Some of these wadis have succeded in reaching the sea and 
have Carried their alluvial materials to a larger area in the north; Wadi 
El Mj-enin is the most famous of these. Rest of the other wadis sink 
into the plain, a short distance from their source. The most fertile 
soils of 'Tripolitania are those which originated from the alluvium of 
¥adi El Mjenin and which derived from the cretaceous beds of Jabal Tkra-
blus. 
Another extensive type of soil occur near the base of the Jabal 
Tarablus escarpment. These alluvial soils are similar to those of the 
Jefara Plain, except that they generally are considered more gravelly 
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and are also developed into series of long narrow gravel ridges which 
form the southern "border of the interior Jefara Plain. Alluvial fans 
are found in this area and their soils consists of stony materials and 
graveIsprought down when the adjacent wadis flowed with tremendous amount 
of Water. Another important characteristic of the soil of Tripolitania, 
and also of the southern oases, is their tendency to be easily affected 
by wind and water erosion. In many cases soils are not suitable for 
agriculture. 'Itipolitania contain far less of the chemical elements 
necessary for plant nutrition than do the soils of Cyrenaica. 
To sum up the soil of Libya is not xiniformj, the soils of three regions 
differ considerably. The soilsof Cyrenaica is mostly the residiml product 
of weathering and decomposion of the parent rock materials. The soil 
has a high clay content, considerable potash, and also contain some phos-
phorus and nitrogen. The soil here is quite calcareous with a subalkaline 
reaction. In Tripolitania most of the soils are loose, and contain few 
colloid substances. The soil of Fezzan oases is nearly very light and 
lack humus. In the ¥adi Esh Shati area, the soil is clayey and is covered 
with a gypsumsalin crust. 
The Position Of Agriculture In Libya In The Pre-revolutionary Period: 
(1951-1969) 
This per iod can be divided i n t o two, one i s s ince independence to 
i960 tha t i s when the economy was based on the foreign a id and second 
since the discovery of o i l t i l l the r evo lu t ion , t ha t i s from I961 to I969. 
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Agrioultxire In The Early Years Of Independence (1951-1960) 
Until i960 when the oil industry started to exert an influence, the 
Libyan economy was hased almost on agriculture. Grouad nuts, olives oil, 
livestock hides and skins, almonds, castor seeds and esparto grass were 
important export commodities in the trade with other countries during the 
pre-oil period. At that time because of its natural environments and 
lack of commercial natural resources for the development of important 
industries, agriculture was the main occupation of Libyan people. 
Libya's total land area was estimated in 1951 at about 434,596,500 
acres, of which only five million consists of arable land and land under 
cultivated crops, and more than two million acres ^Te forested. There 
was about 24 million acres of productive land in 'Itipolitania, of which 
some 19.0 million was suited for grazing. The actual area under irrig-
ation and cultivation was about 247jll4 acres, most of which is situated 
along the coastal strip and on the Jefara Plain and also in several sites 
on the northern edge of Jabal Ikirablus. Cyrenaica has about 9*9 million 
acres, of which 8.9 million acres suited for only grazing and shifting 
4 
cereal cultivation and about 42o,000 acres was covered with forests. 
It was estimated by the IBRD mission report in the early 1960's 
that out of the total land area of 1,760,000 square kilometers only 5 
to 10 per cent can be put to economic use and not more than one per cent 
is suitable for settled cultivation. Generally land use in Libya is 
4» Salem Ali Hajjaji, The lew Libya* A Geographical, Social, Economic 
Ani Political Study, Minis-try Of Information And Culture,Libya 1970, 
p. 137 
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is divided into three categories: 
(l) land under settled farming, (2) grazing land and (3) land under 
shifting cultivation. 
The system of land cultivation was based on either verbal or written 
contracts between landlord and tenant and get their share according to 
the contract in which a smaller share goes to the farmer. The Libyan 
farmers were poor using primitive tools and methods of cultivation, grow 
poor quality of products mainly cereals, fruits and vegetables for which 
they got very small amount through marchants. 
According to the IBRD report the system of irrigation was very pri-
mitive. Ihe traditional system of irrigation in Libya was to lead the 
water from the wells to small plots called gedula, generally of about 
two or three meters. Each plot was siirounded by a low earth bank to 
hold Water in it until it disappears by infiltration and evaporation. 
When the ground water table is high as in most coastal fringes areas, 
this method of irrigation had the disadvantage of inctaicing the precipit-
ation and the concentration of any salt in the water, with the result 
that increasing amount of water is lost through evaporation. In contrast 
there were few modern farms run by the Italians where capital, ability 
and technical knowhow was available. In Tripolitania and Cyrenaica there 
were a number of large commercial farms employing hired labour, equipped 
with tractors and other machinery and irrigation facilities. 
Piftther it was pointed out by the aforesaid report that the most 
serious physical difficulties faced by the Libyan agriculture is^the 
shortage of water and the erosion of the -soil. Other important difficul-
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ties faced by the Libyan agricultxrre -were the tribal ownership of land, 
inadequate supply of credit to small farmers, lack of knowledge of modern 
farming, lack of marketing facilities and absence of any government org-
anisation. The only source from which the average small farmers can get 
credit was usually from the local merchants to whom they used to sell 
their crops. This was an odd transaction and the farmers had to pay a 
high price for it and a very little price for his crop. 
The mission believed that a concerted effort by the government can 
improve the conditions of the farmers. Several recommendations were put 
forward to improve the conditions of the farmers by the IBED mission. 
Only few of them were adopted by the Libyan government, e.g the gover^ iggn-t 
guaranteed the farmers to buy its surplus produce and storijig facilities 
were provided. The Mational Bank Of Agriculture {l':>3'l) encouraged the 
small farmers by giving them loans to buy the farms owned by the emigr-
ating Italians. Also the government had given the farmers an additional 
boost by creating Agricultural Co-operative Socities all over the couiil-';'. 
These socities in the latter years played an important role in the deve-
lopment of agriculture and protect the small farmers from being exploited 
by the capitalists. The IBRD mission also proposed a total expenditure 
of £ 5,130,000 for five years 1960/61-1964/65.^ In the first ten years 
of independence i.e 1951-1961, public expenditure on agriculture and 
irrigation had increased almost ten times. It increased from 321,000 
LP in 1952/53 to 2,165,000 jp in 195^/57>for the three successive years 
it dropped to 2,000,000 but again increased to 2,824,000 LP in I961/62. 
5. IBRD, Mission Report, Op. ,cit.pp.423-129 
6. Parley, op.,cit. p. 134. 
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Posi t ion Of Agr icul ture In 1 9 6 Q ' S And The Impact Of Oil On The 
Libyan Agricultirre 
The development of o i l industry in Libya had a profound ef fec t on 
i t s t r a d i t i o n a l p a t t e r n of the economy. T?his indus t ry provide an 
important Stimulus to the n a t i o n ' s income and change the economic p a t t e r n 
pr imar i ly by providing a large flow of foreign exchange giving Libya an 
ext raordinary capaci ty for foreign payments. The economic s t ruc tu re of 
the country was d r a s t i c a l l y changed in a r e l a t i v e l y shor t per iod of t ime. 
The o i l indus t ry had increased both t o t a l and per capi ta income. But 
t h i s discovery and sudden upsurge of o i l output and revenues coincided 
with s tagnat ion and even decline in a g r i c u l t u r a l s ec to r . In Libya in a 
decade 1^5^-68, GEP increased five fo ld , while the value of agricult i i i-al 
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output rose by only 20 per cent . 
During the same per iod there was a la rge increase in imports of 
consumer goods p a r t i c u l a r l y of food products to meet the loca l demand. 
The value of food imports which was £L 5>800,000 in 1959 increased to 
roughly to £L 27,608,000 in I968, The t o t a l value of food exports on 
the other hand dropped from about fcL 1,000,000 in 1959 to about £L 32,000 
in 1968. The n»«ain reason for the decl ine in Libya 's food exports and the 
r i s e in food imports , are the constant increase in the per cap i ta consu-
mption due to increased purchasing power, and the decline in the domestic 
production of foods tuf fs . The migrat ion of people from r u r a l to \irban 
areas was a g r ea t setback to the a g r i c u l t u r e . People migrated from 
r u r a l to urban areas to f ind more l u c r a t i v e employment there in the o i l 
s ec to r . As a r e s u l t of t h i s negl igence, the top f e r t i l e s o i l of land 
7 . Z.Y.Hirshlag, The Economic S t ruc ture Of The Middle Eas t . Leiden E . J . 
B r i l l 1975J p . 82 
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was ca r r i ed away by wind and water. 
In r e a l terms, the d i s t r i b u t i o n of income was such tha t ce r t a in 
sec t ion of the population espec ia l ly farmers and nomads received r e l a t -
ively s l i g h t improvements. For ins tance a f t e r the discovery of o i l the 
t o t a l expenditure on agricultixre and i r r i g a t i o n for the years I96I-63 
irjcreased from 2,824 to 3j086 thousands of LP and in the fj^rst Five Year 
Plan 1963-68 a t o t a l of 29,275,000 LP was a l l oca t ed to the development 
of a g r i c u l t u r e . Despite t h i s increased s ize of the a l l oca t i on for a g r i -
cu l tu r e , Itie Economist of London observed, " a g r i c u l t u r e in Libya could 
well observe the whole I69 mil l ion poxHids without showing much immediate 
r e t u r n s . " The low production coupled with the f ac t tha t about 70 per cent 
of the populat ion waS engaged in a g r i c u l t u r a l sec to r r e f l e t s the s i g n j ^ -
i can t featxire of Libyan a g r i c u l t u r e - i t s subsfSistance na tu re . Thus we 
conclude tha t in t h i s per iod the renwwable resources— s o i l , water and 
na tu ra l vege ta t ion was degraded in s t ead of improving due to the naiijlec-
tance of t h i s sec to r by the people and the government of Libya. 
Agr icu l tu ra l Development After The F i r s t September Revolution I969-8Q 
Since development i s j u i c h to do with increase in p roduc t i v i t y , the 
F i r s t September revolut ion has accorded a high p r i o r i t y to a g r i c u l t u r a l 
development. Both in the form of ho r i zon ta l and v e r t i c a l expansion, 
.with the major aim of a t t a i n i n g se l f - su f f i c i ency t a rge t s in the e s s e n t i a l 
food products in the sho r t e s t poss ib le time. Development in t h i s phase 
i s d i f fe ren t from the f i r s t two in t ha t i t p resen t s a/different experiment 
8. The Economist, London, Junel2,1965, p,1323 
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with s o c i a l i s t modes of production and d i s t r i b u t i o n promoted within the 
Islamic framework. These e f fo r t s have been g r ea t l y f a c i l i t a t e d by the 
discovery of vas t undergroimd water rese rves a t Kufra which has widened 
the scope for i r r i g a t i o n and improve crop y i e l d s . 
!Phe leading p a r t of the a g r i c u l t u r a l programme i s based on the f ive 
main schemes of i n t eg ra t ed ag r i cu l t i i r a l development located i n : ( l ) The 
Jefara P la in near T r ipo l i ; (2) Jebal Akhdar near Benghazi; (3) The Fezzan 
in the south west; (4j Kufra Sar i r and (5) Sulul-El-Khudr in the cen t ra l 
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coas ta l a r ea . All these schemes mainly consis t of reclamation and 
cu l t i va t i on of land and the app l i ca t ion of the i n t e g r a l a g r i c u l t u r a l 
development on these a r ea s . Following i s a bare out l ine of the var ious 
achievements of a g r i c u l t u r a l sec tor during the revolut ionary government. 
The f i r s t phaae in the green revolu t ion 1973-75 accomplished an 
increase in the production of some of the main food items l i k e wheat, 
ba r l ey , vege tab les , dairy p r o l u c t s , meat and honey. l*he following table 
on the next page shows the q u a n t i t a t i v e gains in a g r i c u l t u r a l production 
since the r evo lu t ion . JVom the table i t i s c lear tha t in the ag r i cu l t i i r a l 
sec to r both crops and animal product ion have made pronoxmced gain between 
the per iod 1969-70 to 1975-76. There i s an increase of about two or 
three times for most of the a g r i c u l t u r l p roducts . By 1976 the t o t a l 
area reclaimed was 578*3 thousand h e c t a r e s . This task of reclamation i s 
en t rus ted to two major publ ic agenc ies , namely the Sec re t a r i a t e of 
Agricult i i re and Agrarian Reforms, and the Sec re t a r i a t e of Land Reclama-
t ion and Development. The above mentioned land reclamation programme 
9. Economic And Social Achievements In Ohe S.P.L.A.J. I97O-77 May,1978, 
pp.16-21 ( Sec re t a r i a t e Of Planning ) . 
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was accompanied by the necessary complementry development of agricultural 
roads, farms, houses, and training programmes for farmers. A total num-
ber of 5443 houses were built, 7346 kilometers of roads were constructed, 
6066 farms were alloted to the farmers and 13119 fanners were given 
training. 
TABLE No: I 
Evolution Of The Agr icu l tu ra l Production Achieved Up To 1976 (thousand tonnes' 
Crops 
Whea-t 
Barley 
Frui ts 
Vegetables 
Legumes & oil 
Olives 
Meat 
Dairy 
Eggs (millions 
Honey (toms) 
seeds 
0 
Average Production 
for 1969-70 
49.8 
88.4 
90.3 
201.0 
12.8 
52.1 
42.3 
51.1 
53.1 
30.0 
Production 
for 1976 
130.0 
196.6 
136.9 
652.2 
23.0 
155.1 
50.3 
85.0 
82.4 
^4A.O 
1 
Source: Eeport Df The Sec re t a r i a t e Of Planning, 1970-77, May,1978 p.17 
In the f i e l d of gra in storage which i s an e s s e n t i a l l i n k in the 
se l f suf f ic iency programme-a t o t a l bulk of s torage capaci ty of 80,000 
tonnes was completed by 1976 in the form of gra in s i l o s . 
'l^e vol\ime of a g r i c u l t u r a l c r e d i t extended to the farmers went to 
LD 67.5 mi l l ion during the per iod 1970-76, from the low l eve l of LD I6 
10. I b i d . , p . 19. 
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million extended .in the preceeding five year's period. Also niimber of 
farmers "benefiting from these loans went up from 58 thousand to 175 
thousand between the two respective periods. I'he number of agricultural 
loans and the amount paid out by the agricultural bank also increased 
since I967. The number increased from II964 to I7OI8 during 1967-7^• 
and the amount increased from 3094jOOO LD to 6815,000 LD during the same 
12 period. Coupled with this was the growth in farm subsidies, of which 
LD 75 million were made available to 221000 farmers during the period 
1970-76. The nvuBber of co-operative societies which established in 1957 j 
increased from 4I in 1970 to 220 in 1976. Another accomplishment of the 
agricultural sector during the revolutionary' period is the growth of 
domestic animal weaflth. Itis is siommerised in the following table 2. 
Livestock Units Additions made 
Category Up to 1977 
Sheep lliousands 204 
Cattle " 13.5 
Camels " 1.5 
Bee Hives MILLIONS 18.8 
Chickens ~ " 6.8 
Sources Report Of The Secretariat Of Planning, Economic And Social 
Achievements I970-77, May I978, p. 21 
11 . I b i d . , p . 19 
12. Central Bank Of Libya, Economic Bu l l e t i n , Published By The Economic 
Kesearch .And S t a t i s t i c s Division Of Central Bank Of Libya; Janoiary-
^larch 1978, !feble 26 
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The Second -l^ 'ive Year Plan was more concerned with development, tlive-
e r s i f i c a t i o n , and reclamat ion. In I976-8O, dxu?ing the second five year 
plan a sum of LD 1.6 bn out of t o t a l investment of LD 7*5 b i l l i o n was 
devoted to agr icul tx i ra l and in teg ra ted a g r i c u l t u r a l development, land 
reclamation, s tock r e a r i n g , i r r i g a t i o n mechanisation, t r a i n i n g and sub-
s i d i e s . But unfor tunate ly the se t t a rge t of t h i s plan ^ 3 not achieved. 
I t i s admitted by the Libyan a u t h o r i t i e s t ha t ce r t a in s i i o r t f a l l s were ca-
r r i e d over in t h i s p lan . In 1^80, about 75 per cent of the food r e q u i r e -
ments were imported a t high cost? and a la rge amout of It) 3 mi l l ion out 
of the t o t a l investment of LD 18.5 mi l l ion has bet,xt earmarked for agr icu l -
tu ra l development under the cvirrent Five Year Plan ( I98I - I985) . 
From the following table nuiBDer 3 we can see the f ac t t ha t in the Becond 
Plan the production of a g r i c u l t u r a l products l i k e o l i v e s , barley e t c 
remained almost the same. 
•lA . 
TABLE Mo.3 
Output Of The Selected Agricultural Products 
000, tonnes I976 I977 I978 I979 
Olives 
Olive Oil 
Barley 
Tomatoes 
Onions 
99 
19 
196 
208 
40 
100 
21 
200 
215 
57 
165 
26 
196 
220 
57 
100 
19 
200 
232 
59 
Dates 62 82 70 80 
Sources PAO, Monthly Bulletin Of Agricultural Statistics. 
13. Q,tiarterly Economic Review, Anntial Supplement, Washington, 198I, p.7 
49. 
Total agricultural production however increased hj 14 per cent in 
ij,ro-.rth 
1980 compared to an averag^of 7 per cent from 1975 to 1979• It is 
estimated that despite a huge expenditure (of about $ 4 billion) on 
agricultural development between 1975-1960* growth in agriculttiral sector 
is less than the growth in manufacturing and other sectors. Much of the 
$ 4 billion is spent in large projects that will take time to come into 
production. 
The changing position of agriculture is reflected in the changing 
pattern of the industrial structure of the coimtry. From the available 
estimates we come to know that the percentage contribution of agriculture 
to the GEP declineiover the period I962-I98O. The contribution declind^ 
from 9 pe^ :" cent in I962 to 5 per cent in 19^5j 3 per cent in 1969* 2.2 
per cent in 1975? and dropped to 1,9 per cent in I98O. The agricultural 
sector have moved back to lowest position in regard to the relative cont-
Ib 
ribution to GEP.-^  The population of Libya is nearly doubled during 
1951-81? from one million to 2.5 million, with an addition of 300,000 
foreign workers. The food requirements are increasing while the agricul-
tural production is not increasing at the same rate. However Libya is 
not likely to face the severe food crises as long as there is extraordin-
ary capacity to import the food. But in the long rxin some critical food 
problem may develop if Libya's agricultural potential lag too far behind 
its need, especially when the high value oil exports will be exhausted. 
14. Africa And The Middle East Review I98O, United States Department Of 
Agricultural Economic Research Service, p. 21 
15. Quarterly Economic Review, I98I, p. 7. 
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The primary problems of the Lihyan agriculture are ,^ lack of suitable 
land for cultivation, lack of irrigation facilities and shortage of 
labour. About 13 per cent of the workers in this sector are non-Libyans. 
In Libya rainfall is minimal, water resources limited, the soils are poor, 
the thin vegetation area cover degraded and vast area consists of desert-
94«6 per cent of the total area of I76 million hectares is described as 
'wasteland'. In I98I only I.4 per cen± area was arable and 0.1 per cent 
is irrigated. This achievement ic very little in comparison to the huge 
amount spent in this sector. In Libya the most sophisticated equipments 
are used. The huge central-pivot sprinklers are used for irrigation, the 
country is experimenting with hydro-ponic farming and with oil emulsion 
to stabilize sand ready for planting. The estimated cost of all these 
projects is around $ 10,000 per hectare. 
From the foregoing discussion we draw one fundamental conclusion 
that there is a limit to the degree to which the flow of capital could be 
^successfully cojj)bined with other factors of production. Even the most 
modern technology can not help Libya due to lack of knowledge and skill. 
The Libyan Government should use its oil wealth more carefully to develop 
the agricultural sector which will resume an important position after the 
exhaustion of oil wealth. Thefciost suitable policy for the Libyan agricul-
tural development is the increase in production through economic studies 
and agricultural programmes for Libyan farmers. Increased use of fertil-
isers, more investment in land i.e the intensification of the agricxiltural 
sector seems the solution. 
C H A P T E R IV 
INDUSTRIAL DEVELOPI^ IEITT OF LIBYA 
C H A P T E R IV 
IHBUS'IRIAL DEVELOPMENT OF LIBYA 
It is obvious that Libya depends upon only one source of income. 
It needs diversification to have a more stable base of the economy. Ind-
ustry will help the country to diversify the economy. But in developing 
industry, Libya should no-t neglect its agriculture and other sectors of 
the economy. Bather it should develop its industry and agriculture in a 
way that one should form the base of the other. 
The agricultural sector of the country can help the manufacturing 
sector in a number of ways. At presexit the manufacturing sector of Libya 
mainly consists of food processing industries. About 252 large establish-
ments are engaged in food processing. The main output of these industries 
are canned fruits, vegetables and fish, confectionary, processed vegetables, 
oils, bakery products, milled flour, and soft drinks. Agriculture can 
same time 
provide the food for the people employed in these industriesand at the / 
can provide the basic raw material for these food processing industries 
which is otherwise imported at higher price. And in this way the govern-
ment can save a lot of foreign exchange which can be used for other deve-
lopment purposes. The development of agriculture and industry in Libya 
is complementry for each other's progress. An increase in agricultural 
productivity will support industrial development by supplying the food and 
raw material and by deepening the internal market for finished ^oods. 
Similarly industrial development can contribute to agricultural development 
1. The Arab ¥orld Weekly, Libya* Manufaciuring, An Appraisal June 3? I9785 
No. 476, p. 9 
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"by consuming the increased food products and raw materials and by produc-
ing goods for rural consumption. The economic history of the world 
provides an evidence of the fact that growth and development in agricul-
ture had fostered and smoothed the way for the establishment and growth 
of industry. The leading industrial ised coiontries of today were once 
predominantly agricultural countries. Therefore in Libya economic devel-
opment should start in the agricultixral sector but industrial sector 
JUL 
should a l so developed as i t w i l l have to p lay a decis ive ro le in the long 
run development of the economy. 
Several arguments a re put forward by the p a s t and contemprory econo-
mis ts regarding th i s view. The case for i n d u s t r i a l i s a t i o n i s genera l ly 
based on these l i n e s . F i r s t i t i s argued tha t in more advance/nat ions , a 
s i g n i f i c a n t proport ion of t h e i r populat ion i s employed in manufa6 tep'ing 
sec to r ; in underdeveloped coiintries the proport ion employed in t h i s sec tor 
i s r e l a t i v e l y small . I t i s a l so argued tha t the income per head in 
indus t ry i s genera l ly higher than in a g r i c u l t u r e . Another argiament i s 
t ha t since a t higher income l eve l people spend the increas ing propor t ion 
of t h e i r income on non-ag r i cu l tu ra l p roduc ts , development implies an 
increase in the proport ion of populat ion employed in the occupations 
other than a g r i c u l t u r e , and among these manufacturing i s one of the most 
important . I t i s a l so po in ted out tha t the terms of t rade are genera l ly 
unfavourable to a g r i c u l t u r e and they have shown a long tendency to 
2 d e t e r i o r a t e . 
2. Bauer & Yamey, Op., c i t . Chapter XV x 
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These arguments may be true for some countries but could not be 
universally applied to all co;intries. Industrial policy of any country 
should be motivated by more than a desire for industrialisation. Such 
policy should be based on the country's available resources, needs, and 
to its comparative advantage. It is realized from the experience of many 
oil producing countries that industrial development is not always achieved 
by heaiey capital expenditure ox even superficial adoption of modern tech-
nology. Certain political, social, and cultural adjustments are also 
necessary. 
The supply of different factors of production like capital, techno-
losy? and hvunan and natural resources varies from one country to another. 
For a successful industrial programme, the most suitable combination of 
these productive factors in the individual coxontry must be found and uti-
lised effeciently. There is a serious shortage of skilled manpower in 
the Libyan economy, which is most important in the industrial sector to 
operate the complex machinery and modern techniques of production. In 
Libya the problem is two fold it is not only in short supply but unskilled 
also. The industrialisation of Libya begin with the oil industry. The 
most important industry outside oil sector is the steel industry. This 
industry has good prospects as iron in Libya is now much higher than once 
thought possible. Nearly four billion tons of mainly high grade ore 
(some five per cent of world total reserves) are located in the Wadi Shatty, 
in Fezzan area of southern Libya. Before suggesting the guidelines for 
industrial development of the country it will be worthwhile to go into 
some detail about the structure of the existing Libyan industry. 
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Industry In ^ e Libyan Economic St^uct^^re 
Befor© o i l 'w '^S discovered and in the ear ly years of i t s discovery, 
there was no modern indus t ry in Libya excluding the o i l indus t ry i t s e l f . 
The country produced some handicraf t s to BBet the need for manufactured 
time 
goods. At t h a t / t h e manufacturing in Libya consis ted l a rge ly of the 
inadequately developed tanning indus t ry , the r e l a t e d s a l t indus t ry , the 
boot and shoe indus t ry , the manufacturing of var ious types of l ea the r goods, 
the wine, o l ive and f i sh process ing and f lour m i l l i n g , 'ftese few indus t -
r i e s in Libya were mostly for processing loca l ag r i cu l t i i r a l products to 
provide to r the need of the domestic markets. And most of these indus-
t r i e s were owned by the foreign r u l e r s . 
The r e g i s t e r e d manufacturers l i s t e d in the i n d u s t r i a l census of 
1964 t o t a l l e d 36,938 p l a n t s which employed from 100,000 to 100,466 people. 
Seventy five per cent of these p l a n t s employed one worker each and only 
460 u n i t s each employed over 20 f u l l time workers. Since independence 
t i l l revolut ion there was an increase of about 50 per cent in the indus-
t r i a l output . But the percentage contr ibut ion of indus t ry in na t iona l 
income had ac t i ia l ly dropped. I t had dropped from 5«6 per cent in I962 
to 1.7 per cent in 1969« During t h i s per iod i n s p i t e of the increased 
revenues from o i l , the share of indus t ry in na t iona l income had decl ined. 
I t was because of the f ac t t ha t indust ry was not being proper ly taken care 
of or well planned. The Libyan government had l e f t the development of 
indus t ry to the p r i v a t e e n t e r p r i s e , and most of these were fo re igne r s . 
The government had only tobacco and s a l t i n d u s t r i e s tinder i t s supervis ion. 
G?hus the oppor tun i t i es provided by the increased o i l revenues to c r ea t e 
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an i n d u s t r i a l base were l a rge ly missed by the Libyan au thorAxes dixring 
the p re - revo lu t ionary pe r iod . 
I n d u s t r i a l i s a t i o n Of Libya 
I t i s only a f t e r 1970 tha t large number of i n d u s t r i a l p ro j ec t s 
have been imdertaken in Libya. The new revolu t ionary government s t r e s s e s 
on i n d u s t r i a l development and increas ing the product ive c a p a b i l i t i e s to 
meet the count ry ' s urgent needs and to lessen i t s dependence on o i l as 
the only sovirce of income. I n d u s t r i a l planning covers big p ro j ec t s such 
as petrochemical p l a n t s which need a high degree of technology and huge 
c a p i t a l , medi\am i n d u s t r i a l p ro j ec t s concerned with processing various 
agr icu l t t i r a l and other products and small and t r a d i t i o n a l i n d u s t r i e s . 
Oil revenues provide enough cap i t a l to s t a r t growth, but the country 
does not have a l l the needed labour s k i l l e d and i inski l led for the growth 
of t h i s sec to r . The Libyan populat ion of some 2.5 mi l l ion could not 
supply a l l the manpower needed for rap id economic growth. A grea t p a r t 
of working force cons i s t s of non-Libyans. The r a t e of wspansion of the 
number of Libyans en te r ing the working force has been slower than the 
overa l l r a t e of populat ion growth (1.7 pei" cent compared with 3,6 per cent 
per annum r e s p e c t i v e l y ) . The small number of the indigenous people with 
l imi ted educat ional qua l i f i c a t i ons means tha t with an increas ing economic 
growth Libya's r e l i ance on imported labovir w i l l a l so i nc rea se . The f o l l -
owing table niimber 1 shows the incres ing number of non-Libyans in the 
working fo rce . The percentage of iloreign workers i s highest in cons t ruc-
t ion and manufacturing which i s p a r t i c u l a r l y important for Libya 's future 
development. 
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TABLE Uo.l 
Growth Of Non-Libyans In The Lahoiir Force 
Year Uo: of non-Libyans yo of t o t a l 
1972 81,000 
1973 118,345 
1974 169,765 
1975 223,000 32.09 
1976 
1977 
1978 
1980 383,600 41.3 
Soiiroe: Middle East Economic Digest. r, 
'-V 
In the procesa of i n d u s t r i a l i s a t i o n most of the developing count r ies 
face two ser ious problemsj over populat ion and lack of c a p i t a l . Libya 
hau not to sxirmount these two ser ious obs t ac l e s . Another advantage which 
the country possessed over i s tha t i t i s able to s t a r t i t s development 
with recen t ly invented more e f f i c i e n t technology developed by the more 
is 
advanced nations. Thio^possible for Libya because it can pay cash prices 
and import the most modern machinery, and highly advanced technology which 
need a lesser number of skilled workers. Libya has no surplus labovir 
needing a high number of jobs and thus country's path of industrialisation 
should be through capital using and labour saving technology, resulting 
in more production per worker. Tfichnology is the vital element in the 
the industrialisation of the coimtry. The use of appropriate technology 
allowed the United States to produce 75 per cent of its agricultural pro-
ducts with 2 per cent of its labour force. It is this kind of technology 
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tha t can cause Libya to become an i n d u s t r i a l na t ion . 
Role Of Government In The I n d u s t r i a l Development Of Libya 
•^he Libyan government rece ives d i r e c t l y the g r e a t e s t p a r t of the 
count ry ' s na t iona l income from i t s o i l revenues. A more product ive way 
of channell ing the government's income would be through i n d u s t r i a l i s i n g 
the countr;y. More jobs can be created in indus t ry , more production can 
be r e a l i s e d and the count ry ' s need for d i v e r s i f i c a t i o n can be s a t i s f i e d . 
But i n d u s t r i a l i s a t i o n i s not an easy task since there are many obs tac les 
in the way. The i ndus t r i e s in Libya suffer from lack of s k i l l e d manpower, 
the high p r i c e r a t e paid by the indus t ry for the necessary e l e c t r i c i t y , 
and the r e l a t i v e l y small s ize of the l oca l market. 
The shortage of s k i l l e d manpower i s r e f l e c t e d in the f igures of the 
composition of the labour force and i t s occupational d i s t r i b u t i o n . About 
58 per cent of the t o t a l labour force employed in managerial and p r o f e s s -
ional a c t i v i t i e s are non-Libyans. The percentage i s 35»2 and 27.5 fo^' 
t echn ic ians , and s k i l l e d and semi - sk i l l ed labour r e s p e c t i v e l y . The pe r -
centage in c l e r i c a l Jobs and joba r equ i r ing xxnskilled laboi^r i s 16.4 per 
cent and 42.2 per cent respectivel7y'. The overa l l dependence of the 
country on the migrated labotir has increased and i s l i k e l y to increase in 
the coming years because of the increased economic a c t i v i t y in every f i e l d . 
The t o t a l percentage has increased from 32.9 per cent to 41.3 per cent 
during the pe r iod 1975-1980* The s ize of the market i s l imi ted due to 
lack of t r anspor t a t ion f a c i l i t i e s . Moreover the loca l goods have to 
face competition from foreign goods, ihc: Libyan markets are f u l l of 
foreign goods because i t i s cheaper to buy foreign goods r a t h e r than to 
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produce them l o c a l l y . And whatever i s produced i t i s not as good in 
\qual i ty as the foreign goods^ as the combined e f f ec t s of a l l these 
obs t ac l e s , the development of indus t ry i n Libya i s very challanging for 
which the government has to make a r i joxorous e f f o r t . 
In f a i t h of the ro le of i n d u s t r i a l i s a t i o n in bui ld ing and support ing 
the country ' s economic s t ruc tu re and in comprehension of the necess i ty to 
encoviTage and protect the national industries so that they can proceed in 
production and compete imported produc ts , the government has undertaken 
the following meastires . 
l ) Subsidies To E l e c t r i c i t y And Connection Of E l e c t r i c Currents: 
Since Libyan government i s in the hold of o i l industry—a source 
from where the government i s g e t t i n g huge amount of revenues; i t i s poss -
ble for government to vmdertake the development of i n f r a s t r u c t u r e in a 
big way by means of providing subs id ies e spec i a l l y for those inputs which 
are considered more important for the s o c i a l development of the coiintry. 
E l e c t r i c i t y i s a necessary input for the heavy and bas ic i n d u s t r i e s ; and 
i s a lso necessary for the general bene f i t of the soc i e ty . In comprehens-
ion of the liaportance of t h i s v i t a l element, the Central People ' s Commi-
t t e e issued in April 1970 a decision f ix ing the p r i c e of e l e c t r i c cur ren t 
for f a c t o r i e s l icenced by the S e c r e t a r i a t e of Indust ry and the S e c r e t a r i a t e 
bears the difference of priceamoimting to 8 dirhams per k i lowat t through 
invoices from the General E l e c t r i c i t y Corporation. In add i t ion to t h i s , 
the S e c r e t a r i a t e of Industry i s bear ing 50 per cent of the cost of conn-
ec t ing e l e c t r i c current with the f a c t o r i e s e s t ab l i shed in the miinicipal i -
t i e s ind ica ted in the decision of the General People ' s Committee, provided 
that such co t r ibu t ion should not exceed 10,000 LD. 
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2) Promotion Of The National Products: 
In an unindustrialised economy there is little or no demand for 
maniifaotured goods. The main problem is to increase the scope for the 
local production in home and world market. The market for a particular 
class of manufactured goods is inadeqtiate to take the minimum output of 
an effecient manufacturing plant, as the workers in the plant are not 
likely to spend their whole income on this product only. They would 
rather like to spend their income on a variety of goods and services. 
Thus one way to increase the internal market is to set up a number of 
manufacturing plants producing a range of different goods, the market for 
the product of each will be enlarged and, the demand of the workers in 
the group of plants would provide the market for the products of each of 
the plant. The co-ordination of investment in a balanced group of manuf-
acturing activities will be profitable and will increase the local market. 
Another important reason for the small local markets is lack of transpor-
tation facilities. Extension of local markets by developing communicat-
ion and transportation system is another way of increasing the demand for 
local products. In order to push the demand of local products in the 
world market the government should carefully choose those products which 
can be easily sold in the world market at a cheaper cost. Thus external 
markets cam be increased by better production and governmental help thro-
ugh trade agreements. 
The Libyan government make'publicity through various information 
media of its local products. Conferences, meetings and exhibitions were 
held with the object of activating contractual relations between national 
industries and world industries. This facilitates the transfer of the 
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means of the modern industrialisation, the improvemeni; of existing indus-
trial operations and the training of citizens. 
3) Indus t r i a l Areas* 
n 
The government has created i n d u s t r i a l a reas in I'rghazi and I t i p o l i . 
I t i s espected t ha t these i n d u s t r i a l a reas in the country w i l l help to 
develop na t iona l i n d u s t r i e s and f a c i l i t a t e the provis ion of se rv ices and. 
publ ic u t i l i t i e s such as e l e c t r i c i t y , roads , te lephones , drainage, fuel 
e t c . a t symbolic p r i c e s . They are symbolic in the sense tha t they do not 
r e p r e s e n t ^ t h e r e a l cost of these s e r v i c e s . 'Ite r e a l cost of these s e r v i -
ces w i l l be much higher . 
4) Import Licence System: 
In order to p r o t e c t na t iona l i n d u s t r i e s and make them s teadyfas t 
to face competition from imported produc ts , the system of l i cences of 
imports was adopted to import the loca l requirements beyond loca l produc-
t ion . Simultaneously custom dut ies were increased on such imports . The 
imports of some commodities s imi l a r to na t iona l products has been confined 
jjsrthe companies of the i n d u s t r i a l pub l i c s e c t o r , with the co-ordinat ion 
between the product ive nature and the commercial na ture of these companies. 
5) I n d u s t r i a l Licence System: 
To e s t a b l i s h i n d u s t r i e s on s c i e n t i f i c and s tud ied bases and to 
enable the p r i v a t e sec tor to perform i t s r o l e successfu l ly in economic and 
soc i a l development the S e c r e t a r i a t of Indust ry i ssued a number of i ndus t -
r i a l l i cences for the establ ishment of serf i n d u s t r i e s of var ious types . 
6) Quality Control : 
In order to have local products in line with the most modern 
scientific and technical means, the Secretariat of Industry issues regular 
bulletins including standard specifications of produced commodities to 
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the "benefit of "both the producer and consumer. 
7) Exemption System: 
This system is aimed at reducing the cost of national products by 
granting some exemptions to new factories, according to the law of Encou-
ragement of National Industries Wr.l5 for 1956) and latter amended hy the 
law issued in I966. These exemptions are: from the income taz for five 
years from the start of production and exemption of custom duties on cost 
of machinery, tools, instruments, spare parts and raw materials. Sine 5 
1969 and until 1977 > 25i) such decisions were issued for the exemptions. 
In additiorye to these exemptions, it has been decided to introduce some 
exemptions in customs tariff regarding materials used in national indust-
ries, while custom:?duties were increased on other materials used in non-
industrial purposes. 
8) Government Piirchases: 
In addi t ion to t h i s , the Seeretaricit ' j and companies of pub l i c s ec to r 
are d i rec ted to make t h e i r purchases from na t iona l products taking in to 
cos idera t ion the f ac to r s of qua l i ty and p r i c e . 
9) I n d u s t r i a l And Real Es ta t e Loans: 
The I n d u s t r i a l Baai Es-ta'te Bank i s awarding i n d u s t r i a l loans to 
support the na t iona l i ndus t ry . Before the r evo lu t ion the bank 's ro le was 
confined to award the loans to craftsmen and p r o p r i e t o r s of i n d u s t r i a l 
es tabl i shments , Kfviher being a l ready e x i s t i n g or new ones. After r e v o l -
u t i o n , the bank i s carrying a fiindamental r o l e by e f fec t ive p a r t i c i p a t i o n 
in the execution of ob jec t ives r e l a t e d to economic and soc ia l development 
in the country. 
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In order to enairre an e f fec t ive use of the i n d u s t r i a l loans , the 
following pol icy regarding i n d u s t r i a l loans has been f ixed: 
— The maximum l i m i t of a loan for an individxml has been f ixed a t 
20,000 LD, provided tha t these ind iv idua l s are craftsmen. Loans are p ro -
vided to them to improve t h e i r s k i l l s . 
— Encoviragement of ag r i cu l t i i r a l co-operat ives by developing them and 
giving them p r i o r i t y in having the necessary loans . 
— Issue of loans to the companies of the pub l ic i n d u s t r i a l sec to r and 
the j o i n t companies in which t h i s sec to r i s p a r t i c i p a t i n g , without a 
maximiam l i m i t for such loans . Loans are a l so provided to persons with 
medium and higher bracket income a t low i n t e r e s t r t . tes provided tha t 
these establ ishments are benef ic ia l for the soc i e ty . 
I t i s in the o i l based i n d u s t r i e s tha t the f a s t e s t growth i s taking 
p l ace . At present Libya has s ix o i l r e f i n e r i e s with an annui.1 capacity 
of 3,820,000 tonnes. Besides the government has e s t ab l i shed many new 
petro-chemical p r o j e c t s in d i f fe ren t p a r t s of the coiintry. Other indus t -
r i a l p ro j ec t s are concerned with the process ing of a g r i c u l t u a l products 
and manufacturing of a g r i c u l t u r a l equipments. There has been a consider-
able growth in such i n d u s t r i e s as food process ing , l e a t h e r , wood and 
metal work, t e x t i l e , shoe and lime e t c . I t i s repor ted tha t between 
1970-77> 20 out of 56 i n d u s t r i a l p r o j e c t s were completed. ¥e give below 
a b r i e f descr ip t ion of the important companies for i n d u s t r i a l growth. 
General Tobacco Company* 
This company was founded in 1923 with a foreign cap i t a l but now i t 
i s 100 per cent pub l i c sec tor undertaking and i s completely na t iona l one. 
The pvirpose of t h i s company i s to purchase l oca l tobacco and import raw 
tobacco, c i g a r e t t e s , c igars and other tobacco requirements , as well as 
a l l requirements for tobacco industry alid import and marketing of matches. 
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General National Mil ls And Fodder Companyi 
I t i s a Jo in t s tock company with a cap i t a l of LD 4}300)000 and was 
es tab l i shed in 1973* I t i s a l so a pub l ic en t e rp r i s e and i t s ptirpose i s 
mi l l ing the g r a i n s , and to provide marketing f a c i l i t i e s . The a f f i l i a t e d 
companies are I t i p o l i Grain Mil l , Z l i ten Grain Mi l l , Sebha Grain Mi l l , 
Garabulli Fodder P l an t , Al-Abiar Fodder P lan t , Z l i t en Fodder P l an t , Sorman 
Fodder P lan t , i^ nd Sebha Fodder P lan t . 
General Company For Dairy Products{ 
The purpose of t h i s company i s to i n d u s t r i a l i s e the d a i r i e s through 
Various means with the object of increas ing t h e i r product ion, provis ion 
of var ious products and marketing thereof, according to the modern sc ien-
t i f i c means. The company has been en t rus ted with the import and d i a t r i b -
t ion of dry and concentrated milk and dairy products so as to cover the 
count ry ' s requirements . I t i s a publ ic e n t e r p r i s e with a c ap i t a l of 
5,000,000 LD. 
General National Company For I n d u s t r i a l Contracting} 
I t i s j o i n t s tock company es tab l i shed in 1973 with a c ap i t a l of 
3,000,000 LD. 1'he company's purpose i s carrying out c i v i l engineering 
COtracting works such as foxindations, bu i ld ing and var ious premises i n c l -
uding roads , drainage, e l e c t r i c i t y , for the pub l i c or p r i v a t e s e c t o r s . 
Souk El-Khamis General Company For Cement And Building Mater ia l s : 
This company was es tab l i shed in 1975 with a c a p i t a l of 50,000,000 LD. 
The purpose of t h i s company i s i n d u s t r i a l i s a t i o n of cement, lime and other 
bu i ld ing mate r i a l s and marketing of these ma te r i a l s ins ide and outside the 
country. Souk E l - Khamis cement company and Souk El-Khamis lime fac tory 
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are the two a f f i l i a t e d f a c t o r i e s . 
General National Weaving And Spimiing Companyt 
I t was foxinded in 1975 and i s a pub l ic e n t e r p r i s e . The purpose of 
the company i s to run the p l a n t s for spinning, weaving,dyeing, f in i sh ing 
and marketing c lo th of var ious kinds. The a f f i l i a t e d f a c t o r i e s are 
weaving, dyeing and f in i sh ing p l an t a t Janzur, readymade s u i t s p l a n t a t 
Derna, wool washing and spinning p lan t a t Marj. 
General Company For Leather Indus t r i e s And Products ; 
The foundation of t h i s company was l a i d in 1976. I t s c ap i t a l i s 
10,000,000 LD and i t i s a publ ic e n t e r p r i s e . The purpose of t h i s company 
i s p a r t i a l or complete tanning of h ides , manufacture of footwear, bags 
and other products from l ea the r or i t s s u b s t i t u t e s and marketing thereof 
ins ide and outs ide the country. The a f f i l i a t e d p l a n t s a r e , footwear p l a n t 
a t Misurata, Tajiira Modern Jennery a t Benghazi, and Tannery and Comressed 
l ea the r shee ts p l a n t a t Tajura. 
Aman Tyre And Bat tery Company; 
The pii3?pose of t h i s company i s to manufacturing of a l l kinds of 
ty res and dry and l i q u i d b a t t e r i e s as well as marketing them. Dry b a t t e r y 
and l i q u i d b a t t e r i e s p l a n t s are i t s two a f f i l i a t e d p l a n t s . 
General Company For E l e c t r i c Wires And Products ; 
The company's purpose i s to manufacture the e l e c t r i c cables and wires 
and other e l e c t r i c , e l e c t r o n i c and telecommunications instruments and 
marketing them. 
Other pub l i c en t e rp r i s e s in Libya are General Furn i ture Company, Libyan 
Cement Company, National Cement And Building Material Company, Company For 
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Glass products, ' National Company For Manufacture Of Pipes,Libyan Tiactor 
Company, Libyan Trucks Company, Natioiaal Ploxir M i l l s . These are the 
i n d u s t r i e s to which Libya looks to provide a base a f t e r o i l has rvm out . 
The most important i n d u s t r i a l p r o j e c t outside the o i l and p e t r o -
chemical i n d u s t r i e s i s the Steel Complsz a t M s u r a t h a . The p r o j e c t i s 
l i k e l y to cost $ 1 b i l l i o n and i s being managed by a separate s t a t e com-
pany, ITae Misuratha Steel Mill Construction Corporation in consul ta t ion 
of a Indian firm, Lastur of Calcut ta . llae plan of Libya to c rea t an 
i ron and s t e e l industry i s a good ind ica t ion tha t the coiintry i s going 
in the r i g h t d i rec t ion towards i n d u s t r i a l i s a t i o n . I'his p r o j e c t i s the 
biggest in the countr;;/, and L pected to be completed in 19^4* '•'•^ e s t e e l 
indust ry i s always very important for the count ry ' s economic growth, i t 
i s the indus t ry which can help the other i n d u s t r i e s . I t can help to 
develop the infrastruct^lre of the country. I t can help to produce mach-
i n e s , t o o l s , roads , p o r t s , dams e t c which cons t i t u t e the economic s t r u c -
ture of the country. The s t e e l indus t ry of Libya can help the eccnoiL;y 
in futiire by providing producer ' s goods and can a l so be a foreign exchange 
earner by export ing s t e e l a t a cheaper cos t . 
Qovernment's Organisations To Improve The Coui.,try's I n d u s t r i a l i s a t i o n 
For the sake of e s t ab l i sh ing a s t rong and competent pub l i c sec tor 
in l i n e with the most modern s c i e n t i f i c maans, to perform the pub l ic 
s e c t o r ' s r o l e in i n d u s t r i a l development in Libya, in the l i g h t of the 
i n d u s t r i a l po l icy announced in 1977 j and for the implem^at ion of t h i s 
p o l i c y , the s t a t e has e s t ab l i shed and supported the following s t ruc t i i r e s : 
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1) Secretariate Diwan (Bureau): Law Br.79 ±"0^  1970 was enacted regard-
ing the reorganisation of the sector of industry so that the Secretariat 
of industry will Tvn affairs related to planning, following up, organis-
ation and supervision of industrial activities, exploitation of mines and 
quarries, within the framework of general industrial policy, development 
plans, laws and regulations applicable in the country. 
2) Libyan industrial Heal Estate Bank: This bank was established in 
1965, but after I969 the bank's policy? was reviewed, funds for industrial 
activities were earmarked and fields of movements were fixed. The plans 
and programmes of industrial development during the revolutionary era 
have been marked with the allocations of big sums for investment in 
industrial projects in order to build up an industrial base which can 
provide welfare and prosperity to ijiuyan Arab masses and consequently 
liberate the national economy from dependence and influence of oil. 
The following table shows the development allocations as well as expend-
itiJire on industrial sector, in million dinars: 
TABLE g 
Fi sca l Year Al loca t ions Expenditures 
1968-69 7.7 5.0 
1969-70 7.9 5.4 
1970-71 20.5 15.0 
1971-72 37.0 29.0 
1972-73 68.1 65.1 
1973 (9 months) 79*7 67.5 
1974 133.7 135.4 
1975 129.7 117.6 
1976 199.4 152.1 
1977 198.4 184.3 
Source: Secretariat Of Industry, Achievements In Industrial Sector p.12 
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3) Industrial Hesearch Centre: It has been set up through law l\fr.25 
for 1970> as a main structure for industrial and applied studies and 
research and for providing technical and economic services, as well as 
consultation for bodies working in industries and carrying out analyses, 
tests and geological researches in addition to exploratory work for 
minerals and economic materials and extraction thereof. 
4) National Organisation r'or Industrialisation: It was established 
according to law lJr.26 for 1970, and is the main structure for the exeu-
ution of industrial projects. It carries out the necessary measures for 
establishing the projects in the form of independent departments or 
companies performing their work on commercial and industrial bases. 
5) General Organisation For Iron And Steel Projects: It was established 
to law Kr. 101 for 1974. It is related to various projects of iron and 
steel in the country as well as other projects whether they are complem-
mentry projects or integral ones. Besides these efforts the government 
followed the legislative policy of promoting industry and creating a 
good atmosphere for its functioning and development. lliis legislative 
policy included the Foreign Capital Investment Law. 'ilie law regulating 
foreign capital investment in Libya was issued in 195^. According to 
this law it was decided to exempt foreign projects, which are considered 
taking part in the economic development of the Country, from custom duties, 
income tax and other taxes and duties. 
Although Libya has enough money for investment, but still foreign 
capital needs encouragement to enter the country to stimulate private 
investment. Historically the use of foreign capital is considered esse-
ntial for a rapid economic development. The capital inflow from abroad, 
if wisely used and guided can contribute a faster and smoother progress 
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in the country. Foreign capital helps the coizntry in various ways. One 
of the greatest benefit to the recipeient coianiry is the technical know-
Idge that the foreign investment provides during the operation of its 
investment projects. It can fill up the managerial and technical gap 
in the country. This technical assistance and the demonstrative effects 
that are integral features of foreign investment may spread and have 
heneficial results in other sectors of the economy. The rate of techno-
logical advance in a developing country is highly dependent on the rate 
of capital inflow. l\lew techniq^ues accompany the inflow of private capital, 
by the example they set, foreign firms promote the diffussion of techno-
logical advance in the economy. I'his benefit is of great importance to 
a developing country like Libya where the domestic enterjoPneur is not 
capable of making innovations in the field of production. Foreign capital 
can make up this deficiency by initiating the advance techniques that 
are being demonstrated by foreign firms. In addition, foreign investment 
may lead to training of labour in new skills, and knowledge gained by 
these workers can be transmitted to other members of the labour force, 
or these workers might be employed latter by the local firms. 
Private foreign investment may also ser-re as a stimulus to addit-
ional domestic investment in the recipient coi.mtry. This is especially 
through the creation of external economies. Foreign capital adds to the 
domestic capital in creating the infrastructure of the country. Even if 
the foreign investment is in one industry only, it will encourage domes-
tic investment in other industries by reducing the cost of production or 
creating demand. Profits will rise and will lead to the expansion o;^ 
of domestic industries. The foreign investment in any industry gives 
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rise to the profits in other industries which supply inputs to these 
industries and produce complementary products, and in industries prod-
ucing goods bought hy the factor owners who have a higher real incomes. 
Thus a whole series of domestic investment is linked to the foreii^ Ti 
investment. 
This type of foreign investment played an important part in the 
Libyan economic development from the very beginning. In ordei' to encou-
rage the participation of foreign capital in big and medium industrial 
projects, the policy of the yoff^n^a^ o* Dift& present government is to allow 
the foreign capital to the degree which benefits the country; for example 
if the project is of complicated technological nature which needs close 
ties with the original industry or if the project's production exceeds 
the needs of local consumption. 
Laws For Protection Of National Industries From Foreign Competition: 
In order to protect industrial sector from harmful competition with 
similar imported goods, protection is given by the government . Among 
its means of protection are the imposition of licences syslem or raising 
custom duties on some imported goods which are produced locally with the 
same quality and quantity sufficient for local consumption. This prote-
ction law affords the cotontry a better atmosphere to develop its indust-
rial sector. This helps the weak industries already operating and create 
better circumstances for newly established industries. 
The economic policy of Libya is not to restrict free enterprise, the 
governnent is to help the private sector to reach the country's goal of 
70. 
diversifying the economy. In view of this policy the government has 
provided several incentives to the private sector. At present stage 
withoiir government's intervention, private sector will find it more 
difficult to deal with industrialisation of the country. 
Government's Investment In Social And Capital Qverheadt 
The Libyan government tried to increase the country's capital for-
mation by investing moieamount of money in the economy. In the develop-
ment budgets of the two Plans a considerable investment is made in 
different sectors of the economy as it is reflected in table number 3,on 
the following page. 
From the table i t is clear that in the i'^ irst Three Year Plan (.1973-75) 
large investments were made in housing, agriculture, transport, and comm-
unication, and educational services. 'ITie proportional distribution of 
these sectors were 19.6,14«4> 12.5 and 8.4 repectively. In the second 
Five Year Plan the largest amount was allocated to the processing indus-
tries. Out of the total investment about 19.2 per cent was allocated to 
these industries, 
One of the main feature of investment programmes implemented during 
the period 196S'-79 is the significant change from the oil extracting 
activities to the non-petrol exam economic activities. The poverty of the 
oo\mtry in the accumulation of overhead capital left it with a need to 
invest in the formation of social overhead capital simultaneously with 
its investment in other economic development activities. The lack of 
overhearl capital is an indication of poverty and of the fact that 
government before I969 had neglected the economic development of the 
country. 
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TABLE 3 
Government 's Inves tment In Development Budget Of The Two P l a n s 
Economic A c t i v i t y 
A g r i , f o r e s t r y &. 
f i s h i n g 
Petroleum & n a t u r a l 
gas & Minning 
Minning & Quarry ing 
Manufa c t u r i n g 
filectricity & wate r 
C o n s t r u c t i o n 
I fholesale & r e t a i l 
t r a d e 
l i r a n s p o r t 5 s t o r a g e & 
communi ca t i on 
Banking & i n s u r a n c e 
Housing 
P u b l i c S e r v i c e s 
E d u c a t i o n a l s e r v i c e s 
Hea l t h s e r v i c e s 
Other s e r v i c e s 
Rese rves 
1973-75 
T o t a l A l l o -
c a t i o n 
311 .3 
195 .4 
5 .3 
226.7 
254.6 
18 .0 
7 . 9 
270.0 
1.0 
425 .3 
165.9 
' l d l . 9 
90 .6 
10 .5 
20 .6 
'/^  
1/1.'1 
9 .0 
0 .2 
10 .4 
11.7 
0,6 
0 . 3 
12 .5 
0 .0 
19 .6 
7 .7 
8 .4 
4 . 2 
0 .5 
1.0 
1976-80 
To ta l A l l o -
c a t i o n 
939 .1 
195 .5 
19 .0 
1506.7 
706.7 
7 2 . 0 
47 .9 
1477.8 
5 .0 
1194 .3 
7 5 9 . 1 
462 .5 
148 .6 
25 .5 
310 .3 
io 
12.0 
2 .5 
0 . 2 
19 .2 
9 .0 
0 .9 
0 . 6 
18 .9 
0 . 1 
15 .2 
9.7 
5 .9 
1.9 
0 . 3 
4 .0 
To ta l 2 ,170 .0 100 7840 .0 100 
So\irceJ S e c r e t a r i a t Of Planning; , An Economic R e p o r t , I 9 7 8 . c? 
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The growth in the development budget helps the coiuitry to enr ich 
cap i t a l accumulation and contr ibuted to the development of the covmtry. 
So far we have given an account of the government physical investment, 
low we wi l l give an account of the government's investment in soc ia l and 
cap i t a l overhead. Education, t r anspor t a t ion and communication system w i l l 
he studied as examples of such investments. 
Education: 
^ '"^  
In modern tjjac world, education is the cornerstone of any 
ecOi.omic 
country's social and/development. One of the most serious obstacles 
standing in the way of Lib;ya's industrial development is the lack of ski-
lled and experienced labour in the industrial field. The government 
tried to solve this problem by developing its hxoman resources which 
would help tu develop its people's ability as productive agents. Devel-
oping the human resources is as important as developing material resour-
ces. Therefore " education for all " practiced by the Libyan government 
from the very start is one of the principles of educational policy in 
the coiintry. The present educational policy constitutes the following: 
— Education is a right for every citizen free of charge. 
— Primary and preparatory education is compulsory. 
— Educational services are made available to villages and to remote 
areas through mobile class rooms. 
— Linking the educational system with the occupational structure to 
meet the requirements of the economic and social development . 
— Enlargement of the university education as well as increasing mission 
sent abroad for higher studies. 
— Eradication of illiteracy by 198O. 
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To achieve all these objectives LD 220 million were allocated for 
education in 1973-75' And in the next Five Year Plan a sum of LD 462 
million wlSallocated to this sector. Since 19^9 great achievements have 
taken place in the coiji try in this field. Ihe fast growth in human cap-
ital investment is taking place due to the fact that it serves as a 
background for the country's general development. The productivity of 
the physical capital depends on the quality of hvunan capital. Because 
human beings are responsible for the accumulation of capital, expliota-
tion of natural resources, building social, economic and political orga-
nisations and for carrying forward the national development. 
We have seen that Libya aims towards highly technological means 
of industrialisation, hence i t needs the preparation. Fortunately the 
huge oil revenues enabled it to invest widely in every field. Ihe gove-
rnment has realised that there would be no progress till illiteracy 
prevails among its people. Many efforts are being made by the goverment 
to eradicate illiteracy. Ihe Ministry of education has developed an 
adult education system. 
The country has developed its educational system in a relatively 
small period of time. The local enrolements of male and female students 
at the various educational levels has already reached 0.7!) million in a 
a society not exceeding 2.5 million people i.e at the rate of about 30 
per cent of the population. The number of students at the level of 
primary education in I969-7O was 310,846. By 1976-77 "the figure jumped 
to 561,099* '-1-^e percentage increase in total number was 8O.5 per cent. 
The number of teachers also increased from 11,122 in I969-70 to 26,046 
in 1976-77* I^t was an increase of 134*2 per cent. 
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Besides primary, p repara to ry , and secondary education the governm-
ent pays p a r t i c u l a r l y g r ea t a t t e n t i o n to the development of u n i v e r s i t y 
education in order to go abreas t of s c i e n t i f i c and technological progress 
and to provide the economic and soc ia l development p lans with the highly 
qxialified profess ional and semi-professional manpower requi red . The 
number of s tudents enro l l ed a t the \mivers i ty in I969-7O was 413B which 
rose to 1618? in 19?6-77. 
Investment In Technical Education* The country ' s most needed investment 
in hioman beings i s in technica l education in order to develop i t s a b i l i t y 
to follow the goal of i n d u s t r i a l i s a t i o n . The country suffers from a g r e a t 
shortage of s k i l l e d manpower for i t s i n d u s t r i a l p r o j e c t s . The government 
t r i e s to solve t h i s proTblem by training" of i t s people in the needed f i e l d 
through organisa t ions and i n s t i t u t i o n s for mobilising hxoman e f fo r t s and 
by developing incent ives both through wage increase and by the assignment 
of t ra ined labour to the proper Jobs. llie number of s tudents in the 
technical education was 1457 in 1969j i t increases to 4476 in 1976-77? 
an increase of 207»2 per cent . There are three higher technological 
i n s t i t u t e s , , t h e I n s t i t u t e of Technology a t Beak, E l e c t r i c i t y I n s t i t u t e 
a t Hon and Elec t ron ic I n s t i t u t e a t Beniwalid. The country i s in the 
process of developing i t s technical a b i l i t y and s k i l l in the f i e l d of 
indus t ry , a g r i c u l t u r e and commerce. I n d u s t r i a l education occupies the 
important p l a c e . 
I n d u s t r i a l ESucation: The spec i a l i s ed education through ins t i tu - tes 
means prepar ing , and qual i fy ing technica l s k i l l s which can riin the indu-
s t r i a l p r o j e c t s . The t ab le s (4 and 5) on the following page shows the 
increase in the number of s tudents in the i n d u s t r i a l educat ion. 
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I'ABLE 4 
DgYelopmen"t Of I n d u s t r i a l Education 
School Year Bo of s tudents 
Preparatory 
1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-7a 
295 
372 
470 
343 
261 
364 
74 
No of s tudents 
Secondary 
25 
51 
76 
106 
147 
212 
255 
370 
1009 
1595 
TABLE 5 
Development In Bumber Of Graduates 
School Year 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
Wo of s tudents 
Prepara 
76 
274 
68 
-
-tory 
No of s tudents 
Secondary 
17 
40 
37 
34 
65 
Sources S e c r e t a r i a t Of Planning, Social And Egonomic Achievements 
May 1978, pp . 33,34. 
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The increase in number of technical schools and students is to 
answer the co\mtry's need for skilled workers. A clear picture of the 
efforts made by the revolutionary government can he e-jen through the 
growth in amounts invested in the industrial education shown in following 
table number 6. 
TABLE 6 
Amount Invested In I n d u s t r i a l Education & Training 
Year 
1973 
1974 
1975 
1976 
1977 
Allocated I<\inds 
1,435,000 
1,987,000 
2,450,000 
2,390,000 
5,325,000 
Expended Funds 
732,272 
1,479,930 
1,526,bi4 
1,846,028 
4,696,000 
Percentage Of 
Expi 3nditure 
51 
74.5 
62.3 
77.2 
88.2 
Source: Same as to the preceding t ab le . 
Healths 
The investment in human cap i t a l i s not l imi ted to education in Libya. 
Investment in human heal th i s a lso a v i t a l i ssue in the couni ry ' s needed 
development. I»uring the per iod 1970-76 the number of hea l th cen t res 
increased from 12 to 78, an increase of 55O per cen t . This r ep re sen t the 
optimum r a t e for hea l th serv ices in f u t u r e . 
Transport And Comm\;inication Systemt 
The Libyan economy i s endeavoured to promote t r anspor t and commxini-
cat ion system because i t cons t i t u t e s the bridge over which i t can cross 
to the road of development and can lay the foundations for i t s i n d u s t r i a l 
77. 
sec to r . Development in indus t ry or in any other f i e l d can not be pushed 
ahead f a s t without an e f f i c i e n t system of t r anspo r t . ITaerefore the rev-
olu t ionary government undertook the construct ion of an i n t eg ra t ed road 
network as well as the p rov i s ions for other means of t ransport and comm-
tmicat ion to cover a l l p a r t s of the coxmtry. Following are the main 
important achievements made in the t r anspor ta t ion and communication system 
a f t e r the revolu t ion . 
Roads: The length of roads network in 1970 was ^QOO k i lometers , in 1977 
another 3000 kilometers were added. Some 40 p ro j ec t s of road cons t ruc t -
ion are under way. 
Sea Po r t s : Previously, there were on. y two dependable sea p o r t s in the 
covin t r y , one in Tripol i and the Other in Benghazi. They are inadequate 
and there fore , the government e s t ab l i shed the minis t ry of i .aritime Tran-
spor t and General Organisation For Sea Por ts and l i g h t houses to develcj 
the ex i s t i ng sea po r t s and to cons t ruc t the new ones in order to absorb 
the huge imports required by the development p l a n s . 
Air Transportat ion: Achievements in the f i e l l of c i v i l av i a t ion in the 
country included the completion of an a i r p o r t a t Sebha and other p a r t s 
of the country. The number of aeroplanes was increased from 2 in 1970 
to 14 modern a i r c r a f t s in 1977> including 6 Boeing and 8 Fokker aeroplanes . 
Post And Teleconununication: Great importance have been a t t ached to pos t Vr 
te legraph serv ices a f t e r the r evo lu t ion . Many telephone exchanges have 
been expanded in Tajura, Andalus area in Tripol i and a i n t e r n a t i o n a l t e l e -
phoae exchange i s a lso e s t ab l i shed in T r ipo l i . The number of telephone 
s e t s have a l so increased from I50OO in 1970 to 100,000 in" 1977."'''^•. 
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Libyan industrial development is still in its initial stage. The 
modern and traditional manufacturing sector excluding oil industry, still 
make a very little contribution to the national income of the coxintry. 
The contribution of the industrial sector to GDP decline^from 4 per cent 
to 2 per cent during 1970-75• This is due to the increased contribution 
of the pertoleiira industry which increased from 39 per cent in I963 to 
about 60 per cent in 1975* 
At present Libyan manufacturing sector mainly consists of processing 
by small firms of local products such as food, tobacco, building material, 
wood, paper, textile and soap etc. The output of these manufacturing 
establishments producing these goods has considerably increased during 
the 1970's. An interesting feature of the development of the manufactu-
ring sector during 1970's is the gradual but noticeable growth in the 
importance of intermediate products industries, mainly producing chemic-
als and construction goods, the gross value of output in the cement and 
cement products industry, which produces cement. The production of cement 
t. tiles and blocks increased by 88I per cent and the labour employed in 
^ this industry increased by 200 per cent in 1970's. The contribution of 
these two industries to the gross value of output of large establishments 
increased from I9 per cent to 26 per cent during the 1970's. 
Although sizeable financial allocations are made to industrial sec-
tor , but all was in recent years and has done little to modify the bas-
ically immature structure of the economy. But we can say that the coun-
try is on its way to industrialisation. Many new industries are now 
being established by the General Public Organisation for Industrialisaision. 
The current development plan (198I-85) provides for an investment of 
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LD 4 billion in the industrial sector. Considerable development is taking 
place in the construction industry notably in cement, chemicals, alumin-
ium and iron and steel. However the most important constraint to the 
development of industrial sector in Libya is the lack of skilled manpower 
to carry out the complex establishments, which the government is trying 
to remove by investing more and more in human capital. The Libyan indus-
trial policy consists of liberating the national economy from dependency 
on foreign inputs, and achieve a balanced economic growth by creating an 
efficient public sector to carry out major industrial projects. 
C H A P T E R V 
PLAEEING FOR ECONOMIC IE7EL0PKENT IK LIBYA 
C H A P T E R V 
PLAMIHG JJ-OR iJCQMOMIC DEVELOPMEIiTT IK LIBYA 
I t i s g e n e r a l l y b e l i e v e d t h a t a c o u n t r y w i l l develop more 
r a p i d l y i f the economic l i f e of the c o u n t r y i s p l a n n e d . The i d e a of 
p l a n n i n g i n _ t h a o r y a s w e l l a s i n p r a c t i c e i s p r o v i d e d by the devloped 
c o i o n t r i e s , though t h e i r concep t ion of p l a n n i n g i s e n t i r e l y d i f f e r e n t 
a c c o r d i n g l o !:he need of t h e i r economic and p o l i t i c a l sys tem. However 
a c e r t a i n p a t t e r n and sequence of programming and p l a n n i n g u n d e r l i e s 
eve ry p l a n n i n g p r o c e s s , whether i t i s p l a n n i n g i n wes t e rn c o u n t r i e s or i n 
middle e a s t e r n c o u n t r i e s . Economic p l a n n i n g i s now a g e n e r a l l y approved 
i d e a l i n the deve lop ing wor ld . 
The d i scovery of o i l , a s we have seen i n the l a s t twen ty f ive to 
t h i r t y y e a r s t r ans fo rmed development p o s s i b i l i t i e s f o r many middle e a s t -
e rn c o u n t r i e s . Oi l r evenues sudden ly changed t h e s e c o u n t r i e s from f i n a n -
c i a l l y poo r i n t o capita-1 s u r p l u s c o i i n t r i e s . And i t i s i n t h i s way t h a t 
they a r e p r o v i d e d wi th a chance to f u l f i l t h e i r d e s i r e to become s e l f -
s u f f i c i e n t economies . The same a p p l i e s to Libyan economy. The economy 
had some form of p l a n n i n g du r ing the I t a l i a n r u l e and a f t e r i ndependence , 
b u t p l a n n i n g i n the modern sense s t a r t e d on ly a f t e r i960 when the o i l 
r evenues s t a r t / t o e x e r t an i n f l u e n c e on the economy. 
Here i n t h i s c h a p t e r we p ropose t o a n a l y s e the development of 
Libyan p l a n n i n g : 
1 . T.Wilson, P l a n n i n g And Growth. , Macmil lan , London I965 . V 
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Evolution Of Libyan Economic Planning 
The development of economic planning in Libya can be divided into 
2 three main periods!" 
1) Planning after independence till the discovery of oil (1951-1959)-
2) Planning after the discovery of oil till revolution (1960-69). 
3) Planning under the revolutionary government (1969-1980)« 
Before proceeding to describe the Libyan planning experience in 
the post independence period, it will be worth saying a few words on 
pre-independence planning. The country experienced some form of pla-
nning iinder the Italian administration. However we can not call it 
planning in the real sense of the term but some kind of ad hoc schemes 
are found during this period. 'ITie Italian government dirring the thirty 
years of their occupation of Libya spent over 50 million Libyan Pounds 
on public works, utilities and agricultural development, most of this 
public expenditure was devoted to agricultural development and land 
reclamation. After the second world war with the defeat of Italy and 
Germany Libya fell under British and French military administration. In 
this period i.e during 1946-51 there is no sign of planning. 
1) Planning After Independence Till Ttie Discovery Of Oil (1951-59) 
At the time of independence in 1951 '^^^ economic conditions 
of the country vexe completely detriotated. The weakness of the economy 
have 
2. For the first and second part of this discussion we/heavily drawn 
on Farley op.,cit. chapters 8 & 9 and Yusif Sayigh op.cit., pp.442-465. 
For the third part other sources are used. 
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was s t r i k i n g l y i l l u s t r a t e d by the fac t tha t na t iona l income was estimated 
a t $ 35 P®^ head per annum. The balance of payments for the four years 
immediately preceeding the independence i . e ly47-50 was in chronic and 
heavy s t a t e of d e f i c i t . In 1950 the cost of exports was $ 6,347j600 
while the cost t f imports was 145190,400. The income from exports cove-
red only 45 pel" cent of the cost of imports . At tha t time Libya was 
very much dependent on foreign a id to cover i t s d e f i c i t . 
m 
I t was under these c i r c i^ t ances that the United Nations came up 
with a comprehensive plan for the economic development of Libya. The 
United Nations accepted " a c lear r e s p o n s i b i l i t y for a s s i s t i n g Libya to 
4 
achieve higher standards of l i v i n g . " In 1951 "two important developments 
took place in Libya. F i r s t the United Lations and i t s spec ia l i s ed agen-
c ies in agreement with the government of the United Kingdom and of Prance 
appointed a team of the 22 experts to draf t a plan for the economic and 
soc ia l development of the country and secondly on 24th liecember 1951 > 
bas ic and supplementary agreements were signed between the United Hations 
and the spec ia l i sed agencies for the continuance of the a s s i s t a n c e . 
At the time of independence the Libyan economy faced many problems, 
heal cap i t a l and monetary savings for investraentX purposes were very 
3 . Joan Lindberg: A General Economic Appraisal Of Libya, United Nations 
Publ ica t ion , Sales No, 11.H2 ST/TAA/K Libya. 22nd September 1952. V ( 
4. United Nations Technical Assistance Programme} The Economic And Social 
Development Of Libya (Prepared for the government of Libya by Benjamin 
Higgins as the chief economist) New York 1953, P»l quoted in Rawley 
o p . o i t . , p . 163. 
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small. A fiorther serious hinderance to the economic life of Libya was 
almost complete lack of credit and banking facilities after the closure 
5 
of Italian Bank in 1^43. 
The first comprehensive economic plan and the first planning insti-
tution of the economic and social development of Libya emerged out of 
the recommerdations of the United Nations Mission to Libya in 1951. The 
first comprehensive plan recommended was a six year plan, and it was env-
isaged that the first Six Year Plan will be followed by a second, athird 
and a forth subsequent six year plans. 
The first Six Year Plan represented phase I of the economic develo-
pment and gave importance to training, education, agricultural research, 
experiment, demonstration, the repair of war damages, public works and 
public utilities. 
Phase II comprised the Second and Third Six Year Plans. The emphasis 
was intended to be on agricultirral processing and light industries with 
domestic market and domestic raw material, on some mechanisation, on re-
ducing the import surplus, budget deficits, foreign aid and technical 
assistance; on a level of capital accumulation equal to 10 per cent or 
15 per cent of the national income; and on reducing taxes and increasing 
the sales of consumers ^jods. 
Phase III of the economic development was comprised by the Fourth 
and subsequent Six Year Plans. This phase envisaged the accelerated 
development of agricultural processing and similar light industries; 
further mechanisation of handicrafts, the achievements of balanced trade, 
balanced budget, independence of foreign financial assistance ; and capital 
5« Adrian Pelt, op.oit., p. 662 
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accumulation and domestic savings of a t l e a s t 15 per cent of the na t iona l 
income. 
In terms of the modern planning, the f i r s t phase of development plan 
put, forward b -^ the United Nations was imusual. I t embodied no proposals 
for new i n d u s t r i e s , new types of t r anspor t , new publ ic u t i l i t i e s or any 
large scale investments . I t was designed simply to make ag r i cu l tu re 
" a more a t t r a c t i v e occupation " and consis ted e n t i r e l y of p ro j ec t s and 
programmes for the improvement, expansion and r e s t o r a t i o n of ex i s t i ng 
p l a n t , s k i l l s and undertal-tngs. Ibe Uni-fced Nations and i t s spec i a l i s ed 
agencies have in fac t undertaken an expanded programme of technical a s s -
i s tance in Libya, both f inanc ia l and technica l a s s i s t ance had been prov-
I t a l y . 
ided by a number of member count r ies , inc luding Egypt, France , /Pakis tan , 
1\irkey, United Kingdom and United o t a t e s . 
'IVo Libyan agencies of the government were created to handle funds 
granted by foreign coiantries for development purpot^es. The f i r s t i s the 
Libyan Public Development And S t a b i l i z a t i o n Agency (LPDSA) s e t up in 
1952 to programme development funds recieved fron the United Kingdom and 
other coxintries. The second was the Libyan American Reconstruction 
commission (LARC) se t up in 1955 a-""! was e n t i r e l y concerned with the 
programming of a i d coming from America. As an adjunct to LARC, a sepra te 
organisa t ion , the Libyan American J o i n t Services (LAJS) was crea'tod in 
in 1955 "to a s s i s t in the implementation of programmes financed by American 
ftmds in the f i e l d of ag r i cu l t u r e and n a t u r a l resoi irces, hea l th and 
educat ion. 
6, IBRD Report o p . c i t , . pp.44-46 
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The United Nations and the United States both played an important 
role in Libya's economic development and provide technical assistance 
on a wide scale. The picture of technical and financial assistance pro-
vided to Libya since 1952 is summerized in table 1 on the following page. 
Foreign aid clearly dominated the picture. All public capital expendit-
ure was financed out of foreign aid, since the domestic revenues of the 
fedral and provincial government fell a long way short of covering their 
current expenditure. 
Until the discovery of oil, the Libyan economy was heavily depen-
dent on foreign aid to cover its deficits. In 1959 when the World Bank 
Mission visited Libya, the problem of development was still grave. The 
experience in planning which the country gained was a potential gain for 
future. But in 1959 the economy was far from having aquired an on going 
strength . Agricultural sector was a dom.inant one but still in the state 
of lincertainty, and the Libyan trade deficits were mounting up. In the 
foreign trade sector, the value of imports -vrounted while the value of 
domestic exports hardly changed. ForeigTi aid could not have any profovmd 
effect on the economy. Only a small proportion of the total allocation 
was directed into immediately productive channels. The most serious 
shortcoming of foreign aid coming to Libya from different sources was 
the poor co-ordination between these agencies and the failure to inte-
grate their work into a properly thought out programme for economic 
develoj 
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TABLE 1 
Foreign Economic Aid To Libya 
(£ L '000) 
19!?2-5J lYo^-'^b i^j5a-59 l':!':)^j-60 
Uni ted S t a t e s 
Un i te d Ki nt"; dom 
Prance 
I t a l y 
U.A.H 
1\irkey 
Paki s tan 
United Tiations 
Technica l A s s -
. i s t a n c e 
Grand Tota l 
bbA 
2,740 
218 
10 
-
-
-
233 
3,75b 
4; 
3; 
« 
,05:? 
,750 
100 
10 
10 
10 
-
215 
,150 
^'',449 
3,250 
130 
1,010 
10 
10 
10 
260 
13,129 
11 ,3^4 
3,250 
-
-
-
-
-
250 
14 ,8«4 
Sotirce: IBRD Repor t , 1963 ,p .48 
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2) Planning After The Discovery Uf Oil T i l l Revolution (I96O-69) 
Between I96O-63 several important changes occiired in Lityan 
planninij system. In I96O as the o i l revenues s t a r t e d to exer t an i n f l -
uence, a l l the previous planning organisa t ions were completely d issolved. 
The planning i n s t i t u t i o n s were r a t i o n a l i z e d in the l i g h t 01' changed 
resource has i s for Libyan econoiJiic development. According to the deve-
lopment Coundil Law published in the Libyan Off ic ia l Gazette of July 1s t 
1960, a l l planning agencies were l i qu ida t ed . Jnder t h i s law the LPIiiSA 
law number 6 of 1952 and the LAHC law numbea^of 1955 were immediately 
cancelled ana the proper ty r i g h t s of these two agencies wore t rans fe r red 
a t once to the Development Council. Under the Development Council law 
of i960, the advisory f-unctions of the old Development Council se t up 
in 1956 were transformed in to i n i t i a t i n g , executive and con t ro l l i ng p l a -
nning funct ions . The Development Council was s p e c i f i c a l l y empowered tos 
(,a) Inves t iga te and study the count ry ' s economic and soc ia l condi t ions , 
i t s p o t e n t i a l t i e s and na tu ra l productive sources . 
(b) Examine economic and soc ia l p r o j e c t s which are intended to develop 
the p o t e n t i a l i t i e s of the country, raise ' the s tandard of l i v i n g , exp lo i t 
na tu ra l resources and increase the na tu ra l product ion . In Mayl96l, Libya 
es tab l i shed two new m i n i s t r i e s ; the Mininstry of Indus-try and thw Minis t ry 
of the Petroleum Af fa i r s . In I962 Libya joined OPEC (Organisation Of 
Petroleum Exporting Countr ies) . In April 1963 there was a c o n s t i t u t i o n a l 
amendment according to which Libya gave up feoBralism and became a xinitary 
s t a t e . The Libyanisat ion of the planning e f fo r t was ca r r i ed f-urther by 
two added measures in 1963; under banking law introduced in Apri l 1963> 
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the Bank of Libya assumed the full powers of a central bank, and a maxi-
miim limit was imposed to interest rate and commissions charged "by comm-
ercial bank/on advance loans and deposits. It was required for all 
branches of foreign banks to bring a capital of at least 5OO5OOO poxinds. 
Finally, under law number 5 of July 1963? the Development Council 
was replaced by a National Planning Council (NPC). The change was not 
merely one of the form but it embodied a different attitude to planning 
and a different outlook on development. For one thing, the UPC had much 
more power assigned to it in this law. This power compri'^ed planning 
after a thorough examination of the economy's need, potentials and prob-
lems, the recommendations of legislation called for by the plan; the for-
mulation of regulations and instructions to govern plan implementation; 
the supervision, follow up and evaluation of the execution of the plan; 
and the recommendations for alterations in plans and execution and follow 
up procedures. 
Another important change related to the new status given to FPC was 
reflected in its compositions which consisted of the Pime Minister as 
chairman, and the ministers of planning and development, finance, national 
economy, petroleum affairs, agriculture and animal wealth, and industry. 
The old development Covmcil had tinder secretaries as members. The new 
composition was meant to reduce the authority gap between plannin^^ agency 
and the political leadership of the cotmtry, and to/the full support to 
the plan by this leadership. 
Libya's first detailed development plan presented to the Parliament 
on June 24th I963, was approved and introduced on Auguest 20th 1963j for 
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the years ly63-1968. Its aims broadly defined were to instire speedy 
improTement in the level of living of the people, particularly low income 
groups; to give strong emphasis to agriculture, as the rural sector was 
where most of the population lived and worked; to enable the government 
to continue with its derive for imrovement and e3q)ansion in education, 
health, housing, and communis tion and those sectors that served as infra-
structure; to formulate and pursue those commercial, monetary and fissal 
policies required for the success of the investment programme and finally 
to develop the organs responsible for the accumulating and processing of 
statistical information and for research and studies connected with deve-
7 
lopment planning. 
Ihe plan called for an expenditure of 169,097,000 Libyan MifiilM 
Pounds for the period I963-66. During these years the oil production 
and the oil export revenues increased at a very rapid rate and the Libyan 
economy was literally floating on oil. Between 1962-65 revenues to the 
government of Libya directly accixring from oil operations of foreign 
companies increased nearly 50 times from an estimated 950 £ M H million 
Libyan Pounds in I968. Comparison of few years give a clearer pictiire 
of evolving financial pattern. Revenues in the Libyan budget for 
1964-6^) amounted to 85.8 million pounds an increase of 41«1 per cent 
over the previous year's budget. Revenues from oil were put at 46.5 
million pounds, an increase of 102.2 per cent over the I963-64 figxires. 
7« Ministry Of Planning And Development, Five Year's Social And Deve-
lopment Plan I963-I968, Tripoli; pp. 10-12., quoted in Sayigh op.cit., 
p. 445. 
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Oil revenues set aside for the development budg'et totalled 32.6 million 
LP. The 1^65-66 budget exceeded I60 million pounds, a doubling of the 
previous year's budget. The development budget more than doubled from 
32.6 to 06.4 million pounds. Kon-development expenditures increased 
nearly ';>0 per cent, from 54 million LP to over "]6 million LP. The calcu-
lations reached new hights in the 1^60-67 budget, ituaerves from oil were 
anticipated at 13b.d million LP, three times the revenues actually cont-
ributed to the budget from oil in 1^64-6^. Ihe Ministry of Education was 
able to secure the biggest budgetary allocation ever a record 1^ *9 million 
Libyar Pounds. The budget in l^bf-Sb totalled 226 million Libyan Pounds. 
Ihe first development plan was extended for one year to complete a number 
of nrojects. T^ie b\jd'-et for l^ '6d-6S again created new records. The gene-
ral revenues totalled 345 million LP out of which 123 million LP were 
allocated for the devej.oument budget. 
Between 1962-67> the real gross domestic product of the country 
increased at an averai^ e annual rate of 28 per cent and the grot.s national 
product at nearly 24 pei" cent. 'Ihe economy was slowing down slightly 
towards the end of the i'irst Five Year Plan, but the expansion of oil 
revenues was such that the rate of increase of I968 was maintained at 
the level of the previous year. The gross domestic product in I968, 
however was estimated nearly 60 per cent greater than the gross domestic 
product for 196? and 95 per cent greater than for I966. ilven if the 
figuxes for I968 were deflated to 19fc>7, the increase of the gross domestic 
product for I968 still amounted to some 48 per cent over the gross domes-
tic product for I967. In I968 the gross national product stood at 2,338 
million dollars. Between 196^ -^08 the gross national product was more 
then trebled. Per capita at current prices increased over 20 times from 
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in 1952 to 881 in IS/SJS in I968 i (, was 1,21)0. 
40 do l l a r s {UBy. In a review of the economy i t was sa id tha t the 1963-69 
development plan was no more than a long l i s t of i inrelated p r o j e c t s . There 
were no t a r g e t s in terms of na t iona l income and employment and many of 
the p r o j e c t s were vag -^ie in d e t a i l and were technica l ly unce r t a in . 
The Economist of London described i t as an experiment with a temp-
t a t ion to spemd lar^e sums in non-essen t i a l hut p o l i t i c a l l y bene f i c i a l 
p r o j e c t s . The planning a u t h o r i t i e s in 19 )^7 s t a r t e d to prepare the Sec-
ond Five Year Plan 1969-74 and was approved by the government on 27th 
March I9695 a3 ter a f u l l year delay. 'Ihis delay was the r e s u l t of the 
decision to extend the Firsx Plan by one year in order to complete c e r t -
ain p r o j e c t j in i t . However the Second Plan only had f ive months of l i f e . 
After the revolut ion of I s t September 1 ib'^, the operation of the plan was 
suspended. 
3) Planninf: Under "^ [he Rvolutionary Government(.1969-80) 
After the f i r s t September Revolution of 1969? a new era 
s t a r t e d in the Libyan planning. After I969 investment began to take 
p lace under a p o l i t i c a l , soc ia l and economic framework d i f f e ren t from 
tha t which p reva i l ed before 1969* 'The new adminis t ra t ion intended to 
transform the economy in to a s o c i a l i s t one. Before we examine the inve-
stment s t r a t egy of t h i s pe r iod , a review of the new laws and regu la t ions 
9 
which provided the s o c i a l i s t framework of the Libyan economy i s in orders 
8. The Economist June 12th 196^, p .1323 . 
9. Meredith.O.Ansell & Ibrahim Massaud Al Arif, The Libyan Revolution: 
A source Book Of Legal & H i s t o r i c a l Documents, Oleander Press No 1, 
(1s t September 1969-30th Auguest 1970), pp.IO8-IIO. 
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Article 1. 
Libya is a free Arab democratic republic in which sovereignty 
rests with the people who constitute part of the Arab nation and whose 
objectiTe ia overall Arab unity. 
Article 4« 
Work in Libyan Arab Hepublic i s a r i g h t , a duty and an honour 
for every able-bodied c i t i z e n . 
Ar t i c l e 5-
All citizens ;,re equal before law. 
Article 6. 
The state aims at the realization of socialism through the enforce-
ment of social justice which prohibits ^n^ form of expliotation. Through 
establishment of socialist relations within the society, the state endea-
vours to realize self sufficiency of production and equity of distribut-
ion, having as its objectives the peaceful dissolution of class differe-
nces and the attainment of a society of prosperity. In the application 
of socialism, it will be inspired by its Arab Islamic heritage, hiMian 
values and circumstances of the Libyan society. 
Article 7. 
The s t a t e endevours to l i b e r a t e the na t iona l economy from depend-
ence upon and influence of the outside world and to transform i t i n to a 
na t iona l productive economy dependent upon pub l i c ownership of the Libyan 
people and p r i v a t e ownership of i n d i v i d u a l s . 
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Article 8. 
Public ownership "by the people is the basis for the development 
and progress of the society and for the realization of self sufficiency 
in production. Private non-exloiting ownership is safeguarded and may 
not be taken away except as provided by law. Inheritance is a right 
governed by Shari'law. 
Article 3. 
The state draw up a system for comprehensive national planning in 
the economic, social and cultural spheres. In the national economy, due 
regard shall be given to collaboration between public and private sectors 
with the intention of achievement of targets of national development. 
Article 13 
Freedom of opinion i s safeguarded within the l i m i t s of the peop le ' s 
i n t e r e s t and the p r i n c i p l e s of the revo lu t ion . 
Ar t i c l e I 4 . 
Education is a right and a duty for all Libyans. It is compulsory 
till the end of preparatory stage. The state guarantees education by 
establishing schools, institutions, universities and cultural and educa-
tional institutions in which education is given free of charge. Special 
care shall be given by the state to the youth, physically, mentally and 
morally. 
Article 15« 
Medical care is the right guaranteed by the state through establi-
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shing hospitals and institutions for medical treatment in accordance with 
the law. 
The strategy? of planning was laid down in the light of these gene-
ral principles of the cons li Lubioua] (JCL-I.-T, .L^ I . Ais strategy tries 
to remove all the ohstructjon in the economic and social structure of 
the country. The pattern of growth in the sixties was such th^ it it created 
a high rate of growth resulting from the increase of production of crude 
oil without giving adequate attention to the development of production 
in agriculture and manufacturing sectors. Moreover regional development 
was distorted, villages and rural areas were neglected, there was a mal-
distribution in income, a rather acute inflation occured, the pattern of 
development in social services especially education ana health was irre-
gular and uncertain. There was no set target and development was tatving 
place in a hapazard manner. The strategy of planning aims at achieving 
maximum rate of growth of the national economy as a whole and, simulta-
neously diversification of the economy by acceleration of rates of growth 
of the main economic activities while maintaining a reasonable rate of 
growth of crude oil production. The greater weight was given to agricul-
ture and manufacturing sectors. For petroleum the aim is to keep its 
production rates at a technically and economically reasonable level so 
that the country's oil wealth may not be exhausted in a short time. 
The strategy of planning has given full consideration to social 
requirements and has suggested appropriate measure to implement effective 
social policies. The regional strategy of the planning aims at achieving 
regional development through elaborating various economic and social 
policies based on two criteria : optimum utilization of the resources 
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in each region to achieve the maximxim growth possible, and to reduce the 
variations in social conditions between different areas. 
Before the preparation of the new plan under the present government, 
the two years following the 1st September revolution, annual allocations 
were made for each year. ITie first annual development budget was annou-
nced in April 1970 totalled LD 200 million divided among various sectors. 
I'he largest allocation, LD pO million of the total went to agriculture 
and agrarian reforms. Tlie next largest allocation v;ent to housing and 
public utilities (32.b Million LD), followed by transport and conmunica-
tions (27.1 million LD), mvinicipalities (25«5 million LD), industry and 
health (S64 million LD). Ihe development budget for the year 1971-72 
receiveu a. total allocation of LD 300 million. There was apo table expa-
nsion in the allocation in all the sectors with the exception of ag-ricui-
ture and agrarian reforms and housing and public utilities sectors beca-
use a portion of programme prescribed for these two sectors wore completed 
in previous period during the financial year 1970-71. 
The first plan under the new regime began in 1972. The three year 
plan 1972-75 was issued by law number 36 of 27th April 1972. In order 
to conduct the process of develpment towards the achievement of their 
aims, the Libyan government has adopted the method of comprehensive 
planning for resources and potentialities, so that the balanced grpah may 
10. Quarterly Economic Review iil.I.U., Tunisia, Lialta, Libya Wo,! 
(1970) p. 13. 
11. The law published in official gazette. Vol 10, No, 28 of 26 tn June 
1972, quoted in Tusif.A.Sayigh op.cit., p.447. 
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be achieved in the national economy, with growth rates in all activities 
so harmonised that none of them goes ahead of the others, keeping in 
view all these things, the government prepared the first comprehensive 
national plan. 
The main economic and social objectives of this plan were as follows: 
1. On the economic side the plan aimed at achieving a growth rate 
of 35 P6r cent in real domestic income of the national economy at an 
annual compcund rate of 10.5 per cent based mainl:y on nor-petroleum acti-
vities especially agi'icultiire and industry. I'he projects of the plan 
were also designed to contribute to the atainment of self-sufficiency 
in the production of basic food stuff in the shortest possible time i.e 
eight to ten .years. In the industrial sector the investments helped to 
achieve an additional production in all projects of the public and private 
sectors, and initiate new projects. Generally priority was given to 
three brances of the manufacturing industries namely foodstuffs, builuing 
materials, and petro-chemical industries. Since work is a right and 
duty of every citizen, the plan sought to create new jobs opportunities 
on all branches of the economy. 
2. On the social side, as the human elements i.e members of society 
is both the end and the means of development, special attention was paid 
to the devlopment of individual talents and technical and scientific 
abilities through training and education . The aim is to y^g?2fire improve 
the level of national skills and productive capacities in all fields. 
The three year plan set the following objectivesi 
(a) To realize social justice, and benefit low income groups 
proportionately with the returns from the development process, and to 
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achieve the principle of equal opportiinities and equity of income 
distribution. 
(b) To realize compulsory education up to the end of the prepara-
tory stage so "^ that all pupils were accomodaLed in primary education in 
1975J and in preparatory education by the end of I96O. In addition, 
technical education was to be expanded and diversified and colleges of 
l^ipoli and Benghazi universities developed. 
(c) In order to raise the health standards of citizens the plan 
aimed at improving the level of health services by raising the bed rate 
to the level of seven bods for every 1000 inhabitants by 1971?5 .^nd by 
providing more doctors, hospitals, and health centres, taking inio 
account the proper geographical distribution oi" these services so that 
all citizens could benefit from them. 
(d) The plan aimed at solving and eliminating the existing housing 
problem, and ensuring decent living quarter for every household during 
the coming years and at the same time observing a balanced physical growth 
between the various regions of the country. 
3. In view of the geographical and demographic conditions of the 
country with its vast area, and low population density caused by the sca-
ttering of the inhabitants into small dispersed groups, in addition to 
the great economic and social differences between the various regions, 
the plan set special objectives, and paid them special attention. The 
aim was a gradual elimination of the disparities and the imbalances in 
the living standards of citizens in various regions, especially those 
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who suffered isolation in the past years. Economic activities were to 
be spread in a balanced manner, and the new industrial centres were to 
be established at Tubrok, Misxarata, Brega etc. Moreover, the plan envi-
saged the implementation of major agricultural projects in the plain, 
and valleys such as Jefara Plain, and Jabel Akhdar, and other areas which 
were denied the priviledge of development programmes in the past. 
To achieve the development targets certain priorities v;-ere adopted 
in the distribution of sources between public and private sectors and 
amont; economic activities. This is shown in table 2 on the following 
page. 
One of the main characteristics of the present plan is the signi-
ficant shift from the traditional uctivit;^ of oil and natural gas minning 
to other economic activities like manufacturing, health and housing etc. 
Allocation for these latter activities account for 91 per cent of the 
total investment programme and 9 pe^ cent is allocated to oil and gas 
minning as compared with 60 per cent and 40 per cent respectively in the 
last ten years 1963-1972. Another characterstic of the investment pro-
gramme is the expansion of public sector. Planned gross fixed investment 
in the public sector amounts to LD 1,800 million or 83 per cent of the 
total during the planned period, while in the private sector it amounts 
to LD 370 million or 7 per cent of which LD I50 million were earmarked 
to oil producing companies. 
The investment distribution of the plan shows the economic activi-
ties especially agriculture and manufacturing have been given investment 
allocations commensvirate with the objectives of creating a diversified 
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TABLE 2: 
P lanned Gross F ixed Inves tment During 
The P e r i o d 1973-75 
Economic A c t i v i t i e s 
A g r i j F o r e s t r j ' L F i s h i n g 
Petroleum & N a t u r a l fjas 
Other t i inn ing <V q u a r r y -
i n g 
Manufactur ing 
E l e c t r i c i t y & Water 
Cons t ruc t i on 
[. 'holesale o i i c t a i l t r a d e 
' i t a n s p o r t , S t o r a g e k 
communi ca t i on 
Banking & I n su rance 
Housing 
P u b l i c S e r v i c e s 
E d u c a t i o n a l S e r v i c e s 
Hea l th S e r v i c e s 
Other S e r v i c e s 
P u b l i c 
206.3 
45.4 
2.3 
206.7 
254.6 
3.U 
0 .^ 
249.0 
1.0 
310 .3 
165.9 
180.9 
9 0 . 1 
0 .0 
P r i v a t e 
2i;.0 
150.0 
3 .0 
20.0 
0 .0 
15.0 
7 . 0 
25.0 
0 .0 
115.0 
0 .0 
1.0 
0 .5 
10 .5 
To ta l 
311 .3 
195 .4 
5 . 3 
226.7 
254.6 
lo .O 
7 . 9 
270.0 
1.0 
425 .3 
I 6 5 . 9 
181 .9 
90 .6 
10 .5 
S t ruc 
P u b l i c 
15 .9 
2 .5 
0 . 1 
11 .5 
14 .1 
0 .2 
0 . 1 
• 1^.0 
0 . 1 
17 .2 
9 .2 
10 .1 
5 .0 
0 . 0 
sture /fa 
P r i v a t e 
6.8 
^0 .0 
0 .8 
5.4 
0 .0 
4 .1 
1.9 
6.8 
0 .0 
3 1 . 1 
0 .0 
0 . 3 
0 . 1 
2 .8 
Tota l 1 ,800 .0 370.0 2 , 1 7 0 . 0 100 100 
Source : M i n i s t r y Of P l a n n i n g , 'Ibe I 'hree l e a r Development P l a n And 
S o c i a l Development, 1973 - 75 . j June l 9 7 3 j p . H 
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economy based on agricultural and industrial production rather than on 
oil. In addition to providing adequate public services agriculture, 
forestry and fishing sector is given high priority in the course of 
investment distribution (LD 311.3 million or 14»4 V^'^ cent) while manufac-
turing is given LD 226.J million or 10.4 per cent. Investment in these 
two branches of economic activities amount to LD 53^ J million or 24 per 
cent in addition to approxiraatelj LD 65 million for construction in 
rural dwelling's connected with the four main projects of Integrated 
Agricultural Development; Jefara Plain, Jebel Akhdar, Kufra and Sarir, 
and Fezzan, ana about LD 27*5 million waa for investment in roads, silos 
12 
and s to res r e l a t e d to a g r i c u l t u r a l p r o j e c t s . 
'Ihe investment programme of the publ ic sec to r of the Ihree Year Plan 
has undergone three inc reases since i Ls formulation. Ihe f i r s t was in 
the spring of 1973j when i t was r a i s ed by about 70 pei" cent; from LD 
1,165 mi l l ion to LD 1,9^5 mi l l ion . The main b e n e f i c i a r i e s of the increase 
were ag r i cu l tu re (whose a l l o c a t i o n almost quadrupled r i s i n g to LD 416 m"^ , 
indust ry ( with a gain of LD 235 in)j housing and u t i l i t i e s (up by LD 193m), 
petrolexim(upDby 124 m), education and heal th (up by LD 117 01)5 and e l e c -
t r i c i t y (up by LD 89 m)."""^ 
The second increase was made in the a l l o c a t i o n in January 1974? 
when the programme was rev ised upwards, from LD 1,965 mi l l ion to LD 2,115 
12. Ministry Of Planning, The Three Year iLconomic And Social Developifisnt 
P l an . , 1973-75? June 1973, pp. 10-12. 
13. The Fourth Anniversary Report Of The F i r s t September Revolution, 
The Libyan Arab Republic 1972,p.8 
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•Trillion (of which LI) 740 mi l l ion vfere earmarked for 1974} "the second 
year of the p l a n ) . F ina l ly a t h i r d add i t i ona l a l l oca t i on of LD 40.8 
mi l l ion was made in Septemher 1974j br inging the t o t a l investment p rogr -
amme in the Three Year Plan to LD 2,115.8 mi l l i on . An i n t e r n a l r e a l l o -
cation was a l so effected hy providing an add i t iona l amount of LD 119*4 
15 
mil l ion in 1974. 
The Tiiree year Plan achieved a considerable success in the a t ta inment 
of i t s s e t objec t ives i . e transformation of the economic s t ruc tu re of the 
coxintry so as to l i b e r a t e i t from the predominance of petroleum, and 
divers i fy i t a t the same tinie to c rea te a so l i d base of indust ry and 
a g r i c u l t u r e . In fact Libya had made a g rea t s t r i d e in such a shor t per iod 
of time. 
'fae f i r s t two years of the Three Year Plan 1973-75 ind ica t e an 
increase of 19.6 per cent in the r a t e of r e a l gross product of the non-
petroleum a c t i v i t i e s aga ins t the planned r a t e of 17.5 per cent . Although 
non-petroleum a c t i v i t i e s as a whole have r e a l i z e d a high r a t e of growth, 
in the f i r s t two years of the plan as ind ica ted above, some other major 
a c t i v i t i e s l i k e processing i n d u s t r i e s , e l e c t r i c i t y , ownership of houses 
f a i l e d to a t t a i n the growth t a rge t s when measured in terms of the gross 
product generated by them. This was mainly due to the fac t t ha t i ndus t -
r i a l p r o j e c t s and e l e c t r i c i t y need a r e l a t i v e l y long per iod of execution 
and operations. 
14. Middle East Economic Digest, Vol. XYII, K6.I4. 25th January 1974, 
pp. 10,12. 
15. Ibid, No.47, 13th September, p . l 
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The tab le 3 on the following page gives p rov i s iona l es t imates of 
the r e a l gross product achieved in non-petroleum economic a c t i v i t i e s 
during 1973 and 1974> as well as the r e a l gross r a t e s a t t a i ned during 
the same per iod compared with the planned annual growth r a t e s . 
The Three l e a r Plan had a considerable impact on production in 
various sec to r s of the economy. In a g r i c u l t u r a l sec tor both crop and 
animal production have made pronounced gains between 1972-1975' In 
i n d u s t r i a l s ec to r a number of p ro j ec t s were implemented during uhe Ibree 
Year Plan pe r iod . The t o t a l value of cont r ibut ion made by these indus t -
r i a l p ro j ec t s was est imated a t about Lli 135 364 thousands. In t ranspor t 
and commxinication sec to r , 1000 ki lometers of roads have already, been 
completed by the end of three ^'ear pe r iod . Ihe handling capaci ty of 
country ' s seapor ts was expanded from an annual value of 5 mi l l ion tonnes 
before 1973 to 10.2 mi l l ion torJies in 1975* Iri housing sec tor 7ti,400 
dwellin^^ m i t s were completed in three yea r s . 
Another aspect of t h i s three year plan was soc ia l s e rv i ce s . The 
Libyan planners are congious about the ro l e of hvunan cap i t a l in the 
process of economic development. Large investment was made to improve 
the hximan m a t e r i a l . As a r e s u l t about 10,800 classrooms were provided 
during the plan per iod and there was an expansion of technical educat ion. 
In hea l th se rv ices there was an expansion of h o s p i t a l s and number of 
bed accomodation from 883O beds in 1972 to 12,241 beds in 1975. In t h i s 
way the ninnber of beds ava i lab le for each one thousand of the populat ion 
rose from 4.2 beds in 1972 to 5 beds in I975. Tlie tab le 4 (on page I04) 
shows the growth of hea l th serv ices during the plan per iod (1972-75)* 
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TABL'ii 3 : 
P r o v i s i o n a l E s t i m a t e s Of Real Gross Domestic P roduc t R e a l i s e d 
In L'on-petroleiam Economic A c t i v i t i e s During 1973-74 
At F a c t o r Cost 
( i n LP m i l l i o n ) 
Economic A c t i v i t i e s 
Non-petroleiim 
Growth Ra te s Achieved 
1973 i/o) 1974 (>) 
P lanned Annual 
Growth Rates (y^) 
A g r i , F o r e s t r y & F i s h i n g 
Minning &. Quarrying' 
P r o c e s s i n g I n d u s t r i e s 
E l e c t r i c i ty ,Gas<S Water 
G o s t r u c t i o n 
Wholesale A- S e t a i l 
t r a d e , ! e j t a u r a n t s & r i o t e l s 
I ' r a n s p o r t , S to rage & 
comrauni ca t i on 
Finance & I n s u r a n c e 
House Ownership 
P u b l i c S e r v i c e s 
E d u c a t i o n a l S e r v i c e s 
Hea l t h S e r v i c e s 
Other S e r v i c e s 
Tota l 
31.0 
17.u 
i b . u 
1>.0 
31.5 
9 .0 
27.0 
10 .0 
14 .0 
3 7 . ^ 
16 .5 13 .5 
2 0 0 
3 J . 0 
11.0 
7 . 0 
18 .0 
18.0 
7 .0 
22.5 
15 .1 
18 .0 
6.5 
15 .0 
17 .0 
8.0 
19 .5 19 .5 
I t j . O 
21.0 
26.0 
22.5 
30.0 
10 .0 
15 .5 
12 .0 
16 .0 
8 .0 
1 7 . 0 
14 .0 
9 .5 
17 .5 
Sources S e c r e t a r i a t Of P l a n n i n g , Ibe P l an Of Economic And S o c i a l 
Trans format ion(1976-80) March 1977, p . 8 
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TABLE 4i 
1972 IS^Yi? I n c r e a s e 
fium"ber TP.V c en t 
H o s p i t a l beds 
S p e c i a l i s e d Hos-
p i t a l s 
i l ea l th c e n t r e s 6c 
D i s p e n s a r i e s 
Dental C l i n i c s 
General Dispen-
a r i e s 
Cent res Of T.h 
Conirol 
O b s t e t r i c & i-'ed-
i a t r i c Cen t r e s 
tttiiO 
lb 
6^ 
'j6 
43 y 
14 
71 
12,141 
id 
116 
70 
576 
la 
i^ 3 
3,411 
-
51 
12 
137 
2 
22 
36.6 
-
76 .5 
20.7 
31 .2 
1 2 . ^ 
3 1 . e; 
Tlie fol lowinti ' I'i^jures shows the expans ion of the medical p r o f e -
s s i o n , which i s a n o t h e r i n d i c a t o r of the i n c r e a s e d e f f i c i e n c y of t h i s 
s e c t o r . 
1972 1975 I n c r e a s e )o 
P r o f e s s i o n a l i joc tors 1,525 
Chemists I70 
Nurs ing S t a f f 4 ,315 
Techn ic i ans & 
A u x i l i a r i e s 857 
2,377 
22u 
7,967 
1,296 
53-9 
29.4 
8 5 . 1 
51 .2 
Source : S e c r e t a r i a t Of P l a n n i n g , Itie P l a n Of Economic And S o c i a l 
' I ' ransformat ion, ( I 976 - I98O) , March 1977 j p . H . 
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In consequence of the investment prograramea, t o t a l employment i n 
the country has been growing a t a compound r a t e of 12.9 per cent per 
annum and has there fore , r i s en from 48y>000 in 1972 to 677,000 in 1975-
ITae demand for employment, espec ia l ly of t r a ined personnel , has so much 
outs t r ipped loca l supply tha t the occupied foregoing labour force has 
climbed a t an annual r a t e of 59.fj per cent from 30,000 in 1972 to 32J,000 
in 1975 while a t the same time the employment of Libyan na t iona l s has 
grown a t a r a t e of 3.9 per cent per annum s t a r t i n g from 407,000 in 1972 
and reaching to 454>100 in 1975» l^e propor t ion of fore igners in the 
t o t a l occupied labour force has doubled from 16.4 per cent between 1972 
16 
and 1975' 
¥e can have an idea about the overall chcinge in the economic 
activities from the ciita given in table 5« '^"^^ table shows the changes 
in many of the economic activities in the economy measured in terras of 
Libyan linars. The volume of all activities increased during the plan 
period. However it is noted that there is not much change in the value 
of exports, it rather decline in the latter years. It was mainly due ^ ( 
the increase in incports of a variety of commodities in order to fulfil 
the increased demand resulting from higher incomes which is in turn 
the result of heavy investments. There is a general increase in GKP 
and the income generated in both petroleum and non-petroleum activities 
as it is reflected in table 5. 
16. Secretariat Of Planning., The Plan Of Economic And Social Itansfor-
mation I976-8O, March 1977, PP* 6,7,10-12. 
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TABLE 5s 
Main Economic Changes In The Three Year Development P lan ' (1972-75' ' 
(LP M i l l i o n ) 
1972-73 1974-75 
Annual Growth 
Compound Rate io 
Gross Local F ixed 
Inves tment 
Gross Produc t 
Pe t ro leum Produc t 
Mon-petroleum Produc t 
Gross Mat ional Income 
Gross n a t i o n a l P roduc t 
Gross Per Capi ta 
Income 
P o p u l a t i o n 
Eumber Of Employees 
'000 
Niamber Of Lihj/ans 
•000 
Kumher Of Kon-Libyans 
'000 
F i n a l Consvunption 
General Consumption 
Gross Savings 
E x p o r t s Of Goods 
E3cports Of Oil&Gas 
Expo r t s Of Non-o i l 
P r o d u c t s 
Impor ts Of Goods 
Surp lus In Payment 
Balance 
320.0 
1880.5 
1060.5 
820 .0 
1321.0 
1354.0 
651 .4 
2026.0 
508 .5 
462.8 
567 .4 
2549.2 
I3I6 .O 
1233.2 
1776.5 
1810.9 
7d5.7 
2261.0 
571.5 
495.7 
45.7 
658.7 
267.7 
651.0 
980.0 
975.0 
5.0 
275.0 
75.8 
680.5 
382.5 
899.9 
1200.0 
1194.0 
6.0 
405.0 
319.0 313.5 
21.0 
10.7 
7 . 5 
14 .5 
1 0 . 4 
10 .0 
6.7 
3.7 
4.0 
2.3 
18 .5 
9 .3 
12 .6 
11 ,4 
7 .0 
7 .0 
6 .3 
13 .8 
0 . 6 
Source: Guide To The Libyan Jamahereya , Compiled By Ahmed M. A s h i u r a k i s 
Ear A l - F e r g i a n i , I t i p o l i I 9 7 8 , p . 9 9 
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Every coiintry in the process of economic development passes through 
a series of obstacles. Libyan economy -which was poor for the centuries 
faced many problems in implemen ition of its plans. Firstly, Libya has 
to pay a high cost of development. In the early years of i ts development 
a large proportion Of investment goods and consumer goods were imported. 
As the whole world is e3q)eriencing tremendous'inflationary pressures, 
there was a high element of imported inflation in these early years of 
development. 
iiecondly there is lack of effective contribv tion by the private':i<,-ctor 
in the development activity. 'ihe private sector is still deficient in 
the spirit of risk taking and initiatives which are necessary if the 
profit motive of businessman is to be economically valuable. 
Another most important obstacle to the development effort in Libya 
is the wide gap between the demand for and supply/ of manpower and parti-
cularly of the technically trained categories. 
Despite all these difficulties, the growth rates actually realized 
has surpassed the achievements of aany other developing countries in such 
a short period. One of the main aim of social and economic planning in 
Libya is to keep the dynamic momentiim of the process of development in 
such a way as to maintain the accelerated rate of growth as time goes on. 
Each stage of development will take over from the preceeding one and will 
therefore, be complementary with it; and the whole process will be made 
to proceed in this unabated manner until a mature structure of the 
economy has been achieved. 
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I t was in t h i s s p i r i t tha t another Five Year Plan was prepared to 
cover the per iod (1976-80). The bas ic s t r a t egy adopted for the Five 
Year 's Plan was in a continuation of the economic pol icy l i n e s of the 
l a s t laree Year Plan. This plan j)R,y more a t t e n t i o n to the growth of 
manpower s k i l l s and ei'feciency through the medium of education and t r a i n i n g . 
The hroad t a r g e t s of the Five Year Plan wcrej 
(1) Increase in t o t a l production in a l l sec tors to r e a l i z e an overa l l 
compound gi-owth ra t e of G1}P of 10.7 per cent per annum. This w i l l 
p r imar i ly r e l y on the non-petroleum sec tors which was planned to grow 
a t a r a t e of 14*1 per cent per annum while the growth r a t e of the a c t i v i t y 
of the ex t rac t ion of crude petroleum and na tu ra l gas wi l l he kept a t 7«o 
per cent per annum. 
(2) Per capi ta income was planr.ed to grow a t an annual compound r a t e of 
5.6 per cent from LD I36O.4 in 1>73 to LI; I786.9 in lydO. 
(3) Pr iva te f ina l consiimption was planned to grow a t a compound r a t e 
of 9*4 per cent per annum while the growth of puh l i c f ina l consumption 
w i l l be 9*6 per cent per annum keeping in view the welfare of the Libyan 
people . 
(4) The plan s t r i v e s to r a i s e the balance i f payment surplus from LD 
393.8 mi l l ion to the l eve l of LD 727.7 mi l l ion during 1975 and I98O a t 
17 1974 p r i c e s . 
17. The Plan For Economic And Social Transformation o p . , c i t . pp.14-17. 
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The Five Year Plan envisages a highly intensive investment programme. 
The total vol\ime of expenditure allocations to fixed capital formation 
over the five year period will amoiont to LD 7^40 million. This will 
result in an annual rate of investment of LD I568 million which is more 
than double the rate allocated to SkEEikxKK the 'Aree Year Plan, and 
nearl^' double the investment actually made. Ibc Plan provide initially 
for investment an amount of LD TjlTO million in 1976j but the budi^ e^t 
increased to LD 9j2t)0 million in 19/7 aimed at a growth rate of 10.5 per 
cent. The biggest investment applies to housing, industry, agriculture 
lU 
and communications. 
I'he planning Secretary claimed substantial success in the latter 
;;,ears of the i^'ive Itear Plan in agriculxure, notably wheat production 
at 110,000 tonnes (in comparison to 99)00J Lonnes in 1978), barley at 
200,000 tonnes (196,000 in 1978), vegetables 575,000 tonnes (165,000 lonnes 
in 1978), and fruits 180,000 tonnes (157,000 tonnes in 1:::'78). The indu-
strial growth was I5 per cent. Petro-chemical production had been 
enlarged from 305,000 to 500,000 tonnes and cement from 1.3 million tonnes 
to 1.6 million tonnes . 907y000 pupils were registered at different 
levels. Hospital beds now numbered 13,418. And the real growth rate of 
per cent 
GDP under the Five Year Plan in 1976-80 was 9 ' ! / s l i g h t l y shor t of the 
planned t a rge t r a t e of 10.7 per cent . 
18. Facts And Figiires, S c i a l i s t Popular Libyan Arab Jamahiriya 
(1977),p.148. 
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P r o j e c t s wor th LD 1,600 m i l l i o n a r e overdue and a programme c o s t i n g 
$ 12 b i l l i o n would be c a r r i e d i n t o the new development p l a n ( 1 9 8 I - 8 5 ) . 
In t h i s p l a n the t o t a l i nves tmen t w i l l amoiint to LD 9j878 m i l l i o n and 
20 the f i r s t p r i o r i t y i s a s s i g n e d to i n d u s t r i a l development . 
Since the d i s c o v e r y of o i l , two i m p o r t a n t e r a s of economic deve lop -
ment could be d i s t i n g u i s h e d i n the Libyan economic development . The 
f i r s t e r a c o n s i s t s of the y e a r s from the d i s c o v e r y of o i l t i l l the 
r e v o l u t i o n i . e I962-69 and the second e r a c o n s i s t s of the ^ e a r s a f t e r 
r e v o l u t i o n . A comparison between two p e r i o d w i l l throw some l i g h t on 
the r a p i d pace ±£ economic development under the r e v o l u t i o n a r y government . 
I h i s i s c l e a r l y r e f l e c t e d i n t a b l e 6 and t a b l e 7 ii^ "the f o l i o w i n f p a g e s . 
'ihe development e x p e n d i t u r e i n I962-69 wau only LD 526 m i l l i o n i n 
comparison to the t o t a l e x p e n d i t u r e of LD 541? m i l l i o n i n i s y O - l y ? ? . 
From the t a b l e s we can see the changing p i c t u r e over the two p e r i o d s , 
bo th a s r e g a r d s the t o t a l magnitude of f i n a n c i a l e x p e n d i t u r e and t h e i r 
s e c t o r a l d i s t r i b u t i o n . The combined sha re of the t h r e e b a s i c p r o d u c t i v e 
a c t i v i t i e s ( a g r i c u l t u r e , i n d u s t r y and e l e c t r i c i t y ) went up from 27.3 p e r 
cen t of the t o t a l i n the e a r l i e r p e r i o d to 52 .5 p e r cen t a f t e r the r e v o -
l u t i o n . The a b s o l u t e amount of the combined t h r e e a c t i v i t i e s went up 
24 t imes from LD 95«2 m i l l i o n to LD 2287.8 m i l l i o n . Comparison of the two 
19 . Q u a r t e r l y Economic Review E . I . U , l Y m i s i a , M a l t a , L ibya . I98O I I p . 2 
20. I b i d . , IV p . 1 3 
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TABLE 6: 
Ac tua l Expand! tu re Of Hie Development Budget In The Era 
P r e c e e d i n g The F i r s t September R e v o l u t i o n 
(1962-1969) 
( i n LP M i l l i o n ) 
S e c t o r s 
Agri cul t u r e &• 
Animal Wealth 
I n d u s t r y &• fcir -
e r a l wea l th 
E l e c t r i c i t y 
'ft-ansport S- Comm-
u n i c a t i o n 
1962 
1.2 
0 . 1 
1.3 
4 .0 
llousinf; & U t i l i t i e s 3 .5 
Local A d m i n i s t r a -
t i o n 
Educa t ion 
P u b l i c Hea l th 
Laboxir & S o c i a l 
A f f a i r s 
In fo rmat ion & 
Cu l tu re 
Economy & Tourism 
P l a n n i n g & Adminis-
t r a t i o n 
Tota l 
-
0 . 5 
0 . 1 
0 . 1 
-
0 . 1 
0 . 1 
11 .1 
1969 
13 .2 
6 .3 
11 .8 
14 .5 
39 .3 
1 2 . 1 
8 .0 
2 .9 
0 . 1 
2 .0 
0 . 4 
0 . 6 
112 .1 
To ta l 
6 6 . 2 
28 .6 
5 8 . 1 
95 .6 
165.7 
4 6 . 3 
4 8 . 1 
1 6 . 1 
20 .3 
6 .6 
4.4 
5 . 1 
562 .0 
R e l a t i v e L i s t r i b -
b u t i o n % 
11.9 
5 .1 
10 .3 
17.0 
29.5 
8 .2 
8 .6 
3 .0 
3 .6 
1.1 
0 .7 
1.0 
100 
Source s Economic And Social Achievements In SPLAJ, I97O-77, kay 1978? 
p.6 
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'lABLE It 
Actua l E x p e n d i t u r e Of Development Budget In The Era Of The 
F i r s t September Hevo lu t ion (1^-70-77) 
( i n LD iwi l l ion ) 
S e c t o r 
A g r i c u l t u r e & 
Agra r i an Eeforms 
A g r i c u l t u r e & 
tvater r e s o u r c e s 
Sea Wealth 
I n d u s t r y & k i n e r -
a l s 
Oil uinnine'; & Gas 
U t i l i a a t i o n 
i l l e c t r i c i t i ' 
' i t a n s p o r t a t i o n & 
C ommimi ca t i on 
Marine Ttansp o r t 
Housing 
M u n i c i p a l i t i e s 
Educa t ion 
P u b l i c Hea l th 
Manpower 
In fo rmat ion & 
Cu l tu re 
S o c i a l A f f a i r s 
I'rade&iyiarke t i n g 
P l a n n i n g 
I n t e r i o r 
To ta l 
1970 
23 .4 
-
0 .2 
1^.0 
1.5 
14.9 
11 .3 
1.0 
37 .5 
26.5 
6.6 
4 .9 
1.0 
1.5 
-
0 . 4 
0 . 3 
-
146.0 
1977 
103.9 
173.0 
11.0 
1 7 : J . O 
0 7 . 0 
l i b . O 
116.0 
5b .0 
170.0 
113.0 
97.0 
41 .0 
9.0 
11 .0 
6.6 
2.3 
3.0 
6.0 
300.0 
To ta l 
577 .9 
bOO.b 
21 .3 
712,7 
315. 1 
554.7 
408 .1 
200.4 
7o3 .a 
478 .4 
405.7 
142 .4 
3 6 . 3 
4 0 . 2 
29 .1 
23 .1 
1 5 . 3 
1 1 . 6 
5417.0 
R e l a t i v e D i s t r i -
b u t i o n fo 
10.7 
12 .2 
0 . 4 
13 .2 
5 .U 
1 0 . 2 
7.9 
3.7 
1-^.5 
8 .8 
7 .5 
2.6 
0.7 
0 .8 
0 .5 
0 . 4 
0 . 3 
0 .2 
100 
Source: Same as for table 6 p.'/ 
113. 
tab les a lso shows tha t the two "basic productive a c t i v i t i e s , ag r i cu l tu re 
and industry were very much broadened in the l a t t e r pe r iod . An e n t i r e l y 
new a c t i v i t y in the f i e l d oi" manufacturing indus t ry , the petro-chemical 
indust ry was created. As well as the i n t e n s i f i c a t i o n of a g r i c u l t u r a l 
sector took place hy the creat ion of two separate o rgan i sa t ions , one for 
the " In tegra ted Agr icu l tu ra l and land Reclamation " and the other for 
" rfater Hesource Development and management." The to ta l expenditure on 
t ranspor t and communication sector rose from LL y5«6 mil l ion to LD 60b.^ 
mil l ion (11.2 per cent of the t o t a l ) . The expend!cure on the municipal-
i t i e s went up from IiL 46. J mi l l ion to LD 47^*4 mi l l i on . The same increase 
was shown h;, the education and heal th sec tors whose amount went up from 
LD 4^.1 mil l ion to LD 405 mil l ion and from LD l b . 6 mi l l ion to LD 1^2.4 
mi l l ion respec t ive ly over the two pe r iods . 
Tiie housing sec tor was given much importance by the revolu t ionary 
government. In addi t ion to the large increase of pub l ic expenditure on 
t h i s sector in the development budget (from LD I65 .4 mi l l ion to LD 7c)3«^ 
m i l l i o n ) , another amount of LD 17!? mi l l ion was extended by the banking 
system in the form of loans for bu i ld ing family houses. And thus the 
t o t a l expenditure on housing development under the revolu t ion has almost 
h i t the s tagger ing amount of one b i l l i o n LD (approximately US $3.25 mi l l i on ) . 
Similar ly the development of labour force , which^onst i tute the main 
cons t ra in t in the Libyan economy, has accorded a spec ia l p r i o r i t y under 
the revolut ionary regime. 'ihe table '6 on the following page shows the 
increas ing number OL' labourers in the economy in 1975 and 19dO compared 
with 1972. 
TABLE 8 : 
114 . 
Increasin , ' i Employment In Libya 
( i n Thousands) 
1972 1975 I98O Compovind Annual Rate 
)'o 
48« 667.1 928 .3 6 .5 
Source : P a c t s And F i g u r e s , S o c i a l i s t P e o p l e ' s Libyan Arab J a m a h i r i y a , 
I 9 8 I , p . 125 
The econorr'y has under^joae the ^ r e a t s t r u c t u r a l changes during; the 
r e v o l u t i o n a r y reii^'ime. Some of the major chan£:es a r e i n d i c a t e d i n the 
s t ruc tu i - e of tue £;ross domes t ic p r o d u c t i n the t a b l e 9 on pace 115« 
Itie da ta given i n the t a b l e shows thcit the GDP has grown a t a compound 
r a t e of 2 j p e r c en i p e r annum from LD 1 ,228.3 i n 1970 to LD 5 J 4 8 7 m i l l i o n 
i n 1977• 'Kie s e c t o r s of crude o i l and the n a t u r a l gas e x t r a c t i o n has 
grown a t a lower compound r a t e of 21 p e r cen t p e r annum whi l e the non-
pet role i im s e c t o r has been growing a t the h i g h e r r a t e of 27 v^^ c e n t -per 
annum. Therefore the s h a r e of o i l s e c t o r in GDP has d e c l i n e d from 63 
p e r cen t i n 1970 to 54*3 p e r cen t i n 1977 and the s h a r e of n o n - o i l 
s e c t o r has i n c r e a s e d from 36 .9 p e r cen t to 45*7 pei" c e n t over the p e r i o d 
1970-1977. 
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TABLE 9 
Evolution Of Gross Domestic Product In The Era Of The 
Pirat September revolution (lyVO-YVj 
[In LD Millionj 
Economic A c t i v i t y 
Ag-ri ,l<'orestsc H'ishries 
Oi l S- f/as winning 
J i n n i n g & quarrj'inii,' 
Manufacturing- i n d u s t r i e s 
E l e c t r i c i t y , gasciwater 
Cons t r u c t i o n 
'i/nolesaLe <' r e t a i l t r a d e 
' i tansp or L, s t o r age t 
communi ca t i on 
li^inance o i n s u r a n c e 
House ownership 
P u b l i c s e r v i c e s 
E d u c a t i o n a l s e r v i c e s 
Health s e r v i c e s 
Other s e r v i c e s 
Total 
Oil & gas minning 
Non-oi l a c t i v i t i e s 
1V70 
3 3 . 1 
812 .6 
2.1 
22.5 
6 .2 
8 7 . d 
47 .0 
43 .2 
1 4 . 1 
5 9 . 6 
9 8 . 1 
39 .7 
15 .8 
6 .0 
1288 .3 
8 1 2 . 6 
475.7 
1477 
156.5 
29^1.0 
27.5 
154.0 
29.5 
643.5 
306.5 
314.5 
120.0 
158.0 
353.0 
160.0 
65.0 
10 .0 
5 ' ' 7 .0 
2981.0 
2506.0 
Annual Growth 
Ha te ')o 
25.0 
21.0 
39 .5 
31'.5 
25 .0 
33 .0 
30 .5 
32 .5 
35 .5 
15 .0 
20.0 
22.0 
22.5 
17 .0 
2 J . 0 
21.0 
27.0 
Source: Secretariat Of Planning , Economic & Social Achievements in 
SPLAJ 1970-77, May 1978, p.10 
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The increasing expenditure under the developmental plans reflects 
the improved financial fortiones of the country which has enabled them 
to take over a difficult task of economic development. 'Pne, following 
table number 10 shows the expenditure under the Levelopment Plans: 
mBL,^ OJ_ 
i ixpendi iure Under The Development Plan 
[ LS mi l l ion j^ 
iy63-64 196s - 4 1972-7!) 1973-7;? i976-bo 
Ag'ri cu l t u r e 
Indus tr;y 
P u b l i c works 
Communication 
liJducation 
h e a l t h 
Tota l 
32 
17 
82 
71 
i l 
12 
337 
100 
91 
177 
163 
116 
'^ 3 
1 , 1 4 9 0 
16b 
174 
125 
1D4 
lOo 
47 
1,16!) 
159 
262 
2'.!) 
i^9 
186 
70 
2 ,^71 
1,476 
1,205 
J , 1 3 1 
^30 
522 
276 
9,250 
66 
Source : Lddnle lilast Economic Survey I98O. 
There i s an i n c r e a s e of abou t 25 wsxxs!sjs±x t imes i n the development 
e x p e n d i t u r e over the p e r i o a I963 to I98O. The n r i o r i t i e s ha'g^ a l s o changed. 
In the f i r s t p l a n communication and p u b l i c works took p r i o r i t y whi le i n 
the l a t t e r p l a n s a g r i c u l t u r e and i n d u s t r i a l s e c t o r r e c e i v e d the top 
p r i o r i t y . 
C H A P T E E VI 
TEE LTEJM OIL INDUSTRY 
C H A P T E R VI 
THE LIBYAN OIL INDUSTRY 
H i s t o r i c a l Development Of Oi l Industr^y In Libya: 
I n d i c a t i o n s of the p r e s e n c e of pe t ro leum was t h e r e a s e a r l y as the 
F i r s t World tfar, hu t the e x p l o i t a t i o n of t h i s r i c h r e s e r v e was n o t taken 
up by the I t a l i a n s who were i n c o n t r o l of Libya a t t h a t t ime . I t was 
n o t u n t i l 1 9 ^ 0 ' s t h a t any s e r i o u s e x p l o r a t i o n go t under way. In 1953 
the f i r s t concess ion was g r a n t e d to n ine i n t e r n a t i o n a l companies;— E s s o , 
Mobi l , Gulf and Ga l t ex , the French s t a t e company, CFP and Royal Dutch, 
S h e l l and B r i t i s h Pe t ro l eum. I t wa.. Esso tl'^-t made the f i r s t d i s c o v e r y 
i n 1950 b u t t h a t was found uncommercial and the'^e was no [^real hope 
2 
abou t Lib j /a ' s f u t u r e a s an o i l p r o d u c e r . But in the fol lowini^ ;>'ears 
Esso d i s c o v e r e d the o i l i n commercial q u a n t i t i e s f o r the f i r s t time i n 
1959 and by I96 I the e x p l o r a t i o n e x p e n d i t u r e was runnin,^' a t around 
SI50 m i l l i o n annua ly . In I96 I s i x major f i e l d s were found/on 12th Sep-
tember 1961 Libya was c o n s i d e r e d among tne o i l e x p o r t i n g c o u n t r i e s when 
the f i r s t cargo of Libyan crude was loaded on to a t a n k e r bound f o r E s s o ' s 
r e f i n e r i e s i n B r i t a i n . 
The King was i n g r e a t need woney.so he was w i l l i n g I0 i s s u e o i l 
conces s ions to the p r o p e r o i l companies . Oil was the only remain ing 
f e a s i b l e hope f o r h i s c o u n t r y of g e t t i n g more income to b r e a k the v i c i o u s 
1 . Ch r i s t ophe r .T .Rand : Making Democracy Safe For Oil (1975)? p . 2 3 4 
2 , A f r i c a Guide, World Of I n f o r m a t i o n . , A r t i c l e by Sam Younger (198O), 
p . 2 3 . 
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c i r c l e of poverty and to free i t s e l f from foreign domination. 
Meanwhile another o i l company, the Br i t i sh Petroleum (BP) discov-
ered the enormous Sar i r f i e l d in Cyrenaica which was more than twice the 
s ize of the biggest o i l f i e l d in the United S t a t e s . The development of 
o i l industry in the ea r ly 1960's was mainly due to the fac t tha t several 
of the o i l companies involved in Libya were American f i rms, without other 
I'liddle Eastern soujj-ces of oil who used their Libyan ooncessions to hreak 
in to the European market. The Libyan o i l was of higher q^uality and lower 
t ranspor td t ion costs to Europe than the o i l from the Gulf. In seven 
years from I96I to I968 production increased from I8OOO b a r r e l s per day 
to 2.5 mil l ion bari>els per day and a t the time when the revolu t ion took 
place in 196^, Lib;>.a was the world ' s fourth lar^Test o i l expor ter . 
Government revenues from petroleum increased twenty fold from 40 mil l ion 
do l la r s to an est imated 8OO mil l ion do l l a r s during 1^62-58. I t was a l so 
estima-ced tha t since 1957 more than 2.5 b i l l i o n do l l a r s had been spent 
in the Libyan o i l indust ry up t i l l I969. 
Oil in Libyt was discovered in the l a t e 50 ' s while in other 
Middle Eastern countr ies and Arab countr ies i t was discovered in 20 's 
and 30 's or even e a r l i e r . 'Ibus Libya took advantage of tYie experiences 
I'-v.rnod 
hold by these countr ies for example i t / l e s s o n s from I r a n ' s n a t i o n a l i s a t i o n 
of the Anglo-Iranian company in 19515 and the monopoly pos i t i on which 
the Aramco had enjoyed in the exp lo i t a t ion of Saudi Arab ia ' s o i l wealth. 
All these example enabled the government to make a po l icy under which 
no s ingle company would gwsrlatg be able to blackmail the coiintry or 
immobilise i t s o i l resource indus t ry . 
3 . Al-Arab, V o l . 8 . , No.4 1969, p . 1 3 . 
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The government passed a law to control explora t ion and production 
a c t i v i t i e s iinder Mineral Law go 9 o^ 1933« After t h i s law was passed, 
nine i n t e rna t i ona l petroleiJin companies tegan under permit , prel iminary 
geological reconnassance in Libya. ITaese included the Mohil company 
through i t s a f f i l i a t e Hobil o i l canada, Libya Branch, the Standard o i l 
company of IJew Jersey through i t s a f f i l i a t e s , Esso Standard (Libya), 
the Eoyal and iAitch Shell group through i t s a f f i l i a t e s , the Anglo Saxon 
Petroleum company, the Compagnie li'rancaise des Pe t ro l e s through i t s aff-
i l i a t e s Compagnie des PeLroles, Br i t i sh Petroleum through i t s a f f i l i a t e s 
L'Arcy explorat ion company (Africa) Ltd; Amt-rican Overseas ac t ing as 
operator for Cal ifornia A s i a t i c o i l company and Texaco Overseas Petroleum 
Company; Oasis Oil Comj)any (Libyan a f f i l i a t e of the Ohio Company), a lso 
act in, ; as operator for Amerada Petroleum Corporation and Continental Oil 
Compan;y; Teison l inker Hunt, an ilmerioan independent operator; and the 
Libyan-American Oil Company, a lso an independent. This law provided the 
co-exisxence for the la rge number of com])anies to encourage a high degree 
of competition by l im i t i ng the number of concessions permit ted to Ci-ch 
company so tha t nobody could occupy the monopoly power. But t h i s law 
enabled surve;y work only and did not allow any d r i l l i n g opera t ions , or 
the exclusive a l l o c a t i o n of spec i f i c area to ind iv idua l p rospec to r s . 
As a r e s u l t of t h i s expanded a c t i v i t y , a new law came in to e f fec t 
by the ea r ly 195!? to deal with the new s i t u a t i o n . This was Petroleum Law 
110.25 of 195*? and was enacted in July 1955* 'ttie law was carefu l ly draf ted 
in accordance with the government po l i cy . This law provided the legal 
4. Farley, o p . , c i t . Chapter 6th p.115* 
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bas i s for the development of the Libyan o i l i ndus t ry and was amended 
several times whenever the need a r i s e . This lavf comprised 25 A r t i c l e s 
and two snedules. ITie f i r s t shedule s'ave the wordin^f for a prel iminary 
reconriaissance permit for pt tcoievmi and thus t r ans fe r r ing the provis ion 
of the k inera l Law of 19^;3 to the Petroleum l/aw. ITio second shedule 
{^ 'ave the ifordin^ of the ac tua l concessions granted to each successful 
appl icant consisting- of 30 c lauses . Ar t i c l e 9 of the law s t a t e d that 
' the commission may tyrant concessions in tne form se t out in the second 
schedule to tt i is law and not otherwise, provided tha t they may contain 
minor non-discriminatory va r i a t i on as may be requi red to meet the circum-
stances of any p a r t i c u l a r case. ' I'liis provis ion assured that the Libyan 
author i ty had no Latitude tu favour any apoxicant in conc;cjsi>ion terais. 
1. oreover the same Ar t i c l e requnred the mission xo rvan the conoesKion 
to the f i r s t e l i g i b l e appl ican t in case of overlapping . Only when 
c o n f l i c t i n j app l ica t ions were received sinultaneousxy, the coL.mission 
can have d i sc re t i on , a f t e r everj attempt a t mediation, including encoura-
gement of pooling or d i / i s i o n of tne area o/erxa^ping to adopt such 
5 objective solution as ic deems appropriate.-
Ihe law 25 of 1955 sset up an autonomous petroleum commission, whose 
membership consisted of throe representatives of the thrfeprovinces of 
Libya under a chairman who was to represent the fedral govei-nment. 'rfithin 
a year of the enactment of this law, 51 concessions had been granted and 
the number increased to 84 by the end of 1959- 'Hie law divided the 
country, for the purpose of allocating concessions into four zones, 
5. Frank. C.Waddams, 'ihe Libyan Oil Industry? Groom Helm Publication 
1980, p.58. 
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corresponding in area to the three provinces of I ' r ipo l i t an ia (Zone I ) 
Cyrenaica (North Zone I I and South Zone I I I ) and Pezzan (Zone IV). 
After the enactment of t h i s law, the f i r s t concession was awarded 
to the E»-.so Standitrd by the Lihvan £;overnffient on 20th Kovcmbcr 1955 ^•"ti 
another was awarded to Nelson Bunker hunt. By the end of January- 1956> 
47 concessions had been a l l o c a t e d . In June I96U, the number increased 
to 89 concesGions. 'Jhc year I96I i s considerd as the end of first stage 
and the beglnnini^ of the second stage in the develo^Jiiien t of o i l indust ry 
because Libya become an o i l exporting coiintry ty t h i s time. The Esse 
began exi)orting from i t s Zelte j. concession. 
.^ 'rom table number 1 on the follovfing page we can nave an idea about 
the explorat ion a c t i v i t i e s during the per iod 1956-61. 'there was an over-
a l l increase in the a c t i v i t y of o i l industry' during t h i s per iod . Survey 
work was done on extensive lar'_,c scale and the number of surveys in 
d i f fe ren t f i e l d s increased. There was an increase in d r i l l i n g and explo-
r a t i o n a c t i v i t i e s too. llie number of persons employed increased both of 
Libyans as well as of non-Libyans. 'The overa l l expenditure of o i l 
companies increased from £L 4*5 mi l l ion to £L 72 mi l l i on . 
The 1961 Amendment To The Petroleum Law And The Hegulation Number b : 
In i960 s teps were taken to prepare for an amendment to the 
Petroleiim Law 1955 to cor rec t some of i t s excesses . As the time for the 
petroleum production approached the increas ing complexity of the problems 
6. Ib id , p.59 
7. Information Department Of General Organisation For Fairs, Tha LAR 
Through The International Pair., Tripoli 1972, p.148. 
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TABLE 1: 
Survey Work, D r i l l i n g And Employment In The Libyan Oi l 
I n d u s t r y In I 9 3 6 - I 9 6 I 
Topographica l tiurvey 
Geo.j'rajihical Survey 
Ka""ne tome t r i e Survey 
Se ismic Survey 
L r i i l i n ^ A c t i v i t i e s 
Eumber oj' r i^is 
Footace d r i l l e d 
tiiousand 'e( I; 
Exjjiorc t i o n 
P e r s o n s euploj 'ea 
Libyans 
•"Expatriate 
Expend i tu r e 01' o i l 
companies {klL l u i l l i o n ) 
1955 
51 
61 
14 
27 
i 
9 
1 
J,15 ' 
J.O 
4.5 
1959 
34 
^00 
2b 
310 
2b 
314 
32 
2,S00 
0 ^ 0 
35 
i960 
58 
335 
19 
473 
i6 
'.jl 
71 
4,bOO 
2,650 
61 
I96 I 
76 
356 
8 
439 
ie 
1,3J2 
97 
7,950 
2,700 
72 
Source : A Heport Prom 'itie M i n i s t r y Of Petroleum A f f a i r s , T r i p o l i . , 
L ibya . \' 
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of adminis t ra t ion in the o i l indus t ry made the petroleum commission to 
be inadequate to deal with the s i t u a t i o n . A Ministry of Petroleum Affairs 
was thus created in I96O. The Royal Decree amending the law was promul-
gated on Jrd July I96I and was published in the o f f i c i a l Gazzett on 
15th July 1961. H'he successful explorat ion led the government to change 
some of the key provis ions of the 193b law. Ibe following changes were 
made m law. 
(1) 'Ihe cost of explorat ion was r a i s ed which rescjlted in lower p r o f i t s , 
llie object was to enable the Libyan government to c o l l e c t more revenues. 
(2) llic^ former inaxjrniim ren t was £L 2,5UU per 100 square kilometerc whic i^ ^as 
pa;}/able a f t e r 13 years or u^ o^n the discovery of o i l in commercial quant-
i t i e s was to oe paid a f t e r -j years only and a f t e r f ive years tiae r a t e 
was to be increased to 3.j 3,500 ana for tne next fjve j'S'irs i t -".ras to 
be increased to xM 5?000 a ye; 'r . 
(3) After the amendment the Libyan governiient had the option of taking 
a l l or a p a r t of i t s roya l ty in kind. Ihe petroleum commission must 
give i t s approval to the agreements made butwecn the companies for u^ing 
any surplus p ipe l ine capaci ty . Ro,-yalty paid in kind had to be del ivered 
to Sea board by tne concession holders . 
(4) Another amendment was in the va luat ion of o i l for royal ty and p r o f i t 
shar ing purposes. The p r i c e for crude o i l exported from Libya would be 
based on the f . o . b seaboard podted p r i c e s . In t h i s context " posted p r i c e " 
means a p r i ce a r r ived a t by a process to be agreed witn the petroleum 
commission and r e l a t e d to free market p r i ce s for f u l l cargoes ins tead of 
8. Petroleum Press Service, Auguest & September 19^1, pp.3075341. 
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the posted p r i c e s or the p r i c e s a c t u a l l y r ea l i z ed by the s e l l i n g companies. 
This was in cont ras t with the pos i t ion under the 1953 law, in which the 
d iv is ion o±" p r o f i t s was hased on the income of the commission ho lders . 
(5) The percentage deple t ion allowance of the 25 per cent in the 1955 
lew. was abolished in 1961- Kates of amort izat ion appl ied in calculat ing ' 
the divis ion of p r o f i t s was reduced, ir'reviously phys ica l a s se t s coula 
be depreciated a t 20 per cent up to the time of s t a r t i n g exports and then 
a t the r a t e of 10 pei- cent , they vfere a l l air.ortizeable a t only 10 per cent 
a year according to the new law. 
(6) Another amendm.enl was conce_-ning the relinquishment of' t c r " l t o r „ . 
Poj'i or-i^ tr r ' e r r j t o n e s surrendered coul-i corni^rise several are,^s within 
a concession but eacn had to be reasonabl;y compact. After the amendment, 
a reas to be surrendered in oiie olock siioalu not exceed 12,UU0 i^ilome l e r s , 
beyond Luis area two DIOCJ^S ma;y be surrenaered. Tnis made the se lec t ion 
of t e r r i t o r i e s more d i f f i c u l t . 
(7) After the amendment, the concession ,/ranted secured premiums of 
var ious kind wnicQ were not provided in tlie 195:^ law. An appl icant may 
offer beyond the terms of the law, econoL.ic, f inanc ia l and other bene f i t s . 
The commission had fu l l freedom in awarding t e r r i t o r i e s . Isut a l l these 
decis ions had to be submitted to the newly created Ministry of Petroleum 
Af fa i r s . And i f there i s disagreements, tnen the matter would be ref fered 
to the Council of Min i s te r s . 
(8) Another important change was concerned with a r b i t r a t i o n . Under the 
1955 law, the a r b i t r a t o r s had to apply both Libyan and i n t e rna t i ona l law. 
But a f t e r the amendment the i n t e rna t i ona l law was appl icable only i f they 
do not conf l i c t with the Libyan law. 
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Ail these changes were made in a n t i c i p a t i o n "by the government in 
order to have a g rea te r control over the o i l i ndus t ry . But both 1955 
and ly61 laws were c r i t i c i z e d as too permissive and generous with the 
o i l companies. llie federal system of the government led to ce r ta in 
delays and f r i c t i o n within the Petroleum commission and some of the 
min i s t e r s . The f r i c t i o n was caused by disagreemenLs with regard to 
au thor i ty over coi.cjssion a r ea s , maniier of execution of federal dec is ions , 
and other matters wciere tue I ' ront iers between federa l and p rov inc ia l 
powers were not Glearl;^' drawn. Trius on 25th Apri l I'ybi, the federal 
system of the government was abolisned and the country became a un i t a ry 
s t a t e . I'Tae f r i c t i o n was p a r t i c u l a r l y between the Ministry of Petroleiiin 
9 Affairs and the Commiscion. 
Law i'Jo 6 of 1963 aooiiLjned tnc Petroleum Commission and t rans fe r red 
a l l i t s r i g u t s anu r e s i j o n s i b i l i t i e s to the l'inistr;> o± rexroleum Af fa i r s . 
I t a lso es tab l i Ljiied a hi';her cout-oil to deal with matter of po l i cy . Ifee 
council was composea of the Minister of Petroleum Affairs as chairman, 
the Minister of J^'inanc^, the Governor of the Pjank of Libya and three 
members with experience in o i l , f inance, economy and indus t ry . 
The 1965 Amendment To The Petroleum Law: Another major amendment was 
made in November I965. This was made to f u l f i l the two main aims— f i r s t 
to put Libya on a similar basis to most middle eas te rn o i l producing 
countries where royal t ies and taxes were ca lcu la ted on the posted prices 
instead of rea l i za t ion . The government claimed that this system of 
9. Yusif Sayigh o p . , c i t . p.436. 
10. Petrolexim Press Service, 1963, p.352. 
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ca lcu la t ing r o y a l t i e s and taxes on r e a l i z e d p r i c e s deprived i t of the 
the considerahle amovint of revenues. 'Uhe second aim was to apply the ' 
OPEC formula for expensing; r o y a l t i e s , with ce r t a in discounts for t r a n s i -
t iona l year . In 1^64 the o i l companies concerned '- ' fered, the acceptance 
of tne expencing of royaltj .es of 12a- pei" cent to be of fse t by an allowance 
in f i s c a l account of Bg- per cent posted p r i c e s in 1964j 7,/ per cent in 
1965 and &ff per cent in li>'66; the rea f te r the s i t u a t i o n i s to be reviewed 
in the li^^-ht of market condi t ions . 
After the IS'65 amendment r o y a l t i e s were expensed in this manner. 
'Phis law became operat ive a t the beginning; of I966, and i t brought to 
the treasury vas t increase in revenues, for in s t ance , i t produced an 
extra revenue oi' LE 43 mil l ion for I963 a lone . Ihe increase in o i l 
revenues from 19< 1 to lybjj i s shown in the following table number 2. 
mBLL 2 ; 
Government's Revenues i^xom Oil 
Libyan Fiscal Year £L ' 000 
1956-57 51 
1960-61 115 
1961-62 2,000 
1962-63 7,200 
1963-64 23,600 
1964-65 56,000 
1965-66 116,000 
Source : Minintry Of Petroleum Affairs. 
11. Petrclevun Press Service, November I965, p.427. 
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Ibe p r i n c i p a l f i s c a l fea tures of the new law were: 
(1) The expensing of r o y a l t i e s , h i t h e r t o t reated as c r ed i t s aga ins t 
future sur tax payments. 
(2) Liscoimts to "be allowed on posted p r i ce s for tax ourposes of Ta-
per cent for l':^b^, 6.j per cent for iy66 and in subsequent ye^^ra not more 
than bj,- per cent . 
(3) An allowance of half US cent a bar re l marketing expense. 
(4) Ar t i c l e IX intrOauced provis ion to close a loophole in the law, the 
governraent would impose extra t^ixes or l ev i e s on concessionaires over 
and above tho e sx ipuia tea in the law, witjiout ac tua l ly v i o l a t i n g the 
terms of the law. 
(5) Ar t i c l e Al of tne amended law s t ipulaxed tha t no new concession 
would 06 granted to 5tt^ t,«tofe>t)S£©^ ©i>0»86*se any concession holder who did not 
amend a l l h i s ex i s t ing concessionc; the app l ica t ion for new concession 
opened on 31st July 1965 coulu remain in force under the terms of tlie 
new law, witn or wittiout adoi tions and de le t ions , i f not ice vras given hy 
the appl ican t in wr i t ing witain 43 days of the publ ica t ion of the new law 
in the o f f i c i a l Gazzette. 
(6) The app l i ca t ion of the most favoured compa;rjy c lause , de t a i l ed in 
Ar t i c l e XII involved elaborate s t i p u l a t i o n . 
(7) A r t i c l e XII contained provis ions for a qui t tance in respec t of 
per iods before the new law came in to e f f ec t . The qui t tance depended on 
companies giving an undertaking in wr i t i ng p r i o r to l^ th December I965 
12. Frank Waddam o p . , c i t . pp.146-147 ( The summery i s quoted from an 
a r t i c l e by the wr i t e r in the Tiaes dated 21st December I965) . 
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to amend t h e i r concessions in accordance with the terms of the new law 
but not l a t t e r than 26th January I966'. 
ITius through these amendments the government hrought the Libyan 
petrole\am law in to Ijrie with other OPEC countr ies in t roducing posted 
ins tead of r e a l i s e d p r i ce s as the bas i s of ca l cu l a t ing r o y a l t i e s and t axes . 
At the same time in accordance with the ap;reements in the Liiddle East, 
r o y a l t i e s wi l l be ejqjeiised and the discounts would be allowed for t r a n s i -
tory per iod to a l l e v i a t e the f inanc ia l burden of the companies. hoya l t i e s 
ivill be 12,5 per cent on posted p r i c e s , allowed as an expense in the 
ca lcu la t ion 01 income tax and payable in addi t ion to the government's 30 
per cent share of the p r o f i t s . Again in l i ne with the agreem.ents in the 
I iddle iJast, the p r o f i t of tnc o i l producing companies in Libya was to 
be ca lcula ted on the busis of posted p r i ce s l e s s 7«b pe-C" cent in 1^65} 
6.5 per cent in 1^66 and lesu a f ixed marketing allowance of ha l f US 
cent per b a r r e l . Tlrie amendment a l so make for disputes between concession 
holders and the government in respec t of arbi t ra . t ion. iiJach s ide had to 
appoint one a r b i t r a t o r who together would appoint a t h i r d , in case of 
f a i l i n g agreement, the Pres ident and Vice Pres ident of the In t e rna t iona l 
Court of J u s t i c e was to be ca l l ed i n . 
In a speech from the throne opening Parliament on December 1965j 
the King re f fe red to the Royal Decree of 20th Kovember, and commented 
in the following terms. 
" I t behoves my government to announce tha t while i t r e spec t s 
the companies' contractual r i g h t s , i t can in no way t o l e r a t e any s i t u a t i o n 
13. Petroleum Press Service January I966, p . 7 8 . 
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that mi^ht j i vo r i s e to a reduction in the revenues irom th i s important 
source, and i t r e j e c t s any treatment tha t does not equate in t h i s respec t 
with other OPEC memher coun t r i e s . " 
Tliito larf of 1965 was c r i t i c i s e d and the main object ion was aga ins t 
the manner in which the law was Lormulafced. After prepar ing the draf t 
the government inv i t ed the o i l companies to examins i t and to Luggest 
a l t e r a t i o n s . 'I'his procedure was \inprecedented. I t r e su l t ed in companies 
smuggling ce r t a in cnanges and clauses favourable to themselves a t the 
expense of Libya, which took the government a good deal of time and 
e f fo r t to cor rec t i t . 'ihe c r i t i c s saw in t h i s procedure another ins tance 
of tho government's excessive permissiveness and the net""iect of cotintry 's 
i n t e r e s t , in des i re to favour the Western countr ies with whose general 
p o l i t i c a l p o l i c i e s and p o l i t i c a l sxances i t was a l igned . 
llie veai" I967 i s the ^euv of beginixing of Lib^/a's d i r ec t p a r t i c i -
15 pat ion in the a c t i v i t i e s of o i l s ec to r . In July 19^7 'the following 
measured were lindertaken by the Iviinistry of Petroletun. 
(1) The establ ishment of a Libj^an Petroeum i n s t i t u t e for research and 
t r a i n i n g . 
(2) The organisa t ion of a (.raining programme in o i l matters ( t e chn i ca l , 
economic, accounting and adminis t ra t ion for Lilyan n a t i o n a l s ) . 
(3) The construct ion of a p ipe l ine in western a r e a s . 
(4) The s e t t i n g up of a nixmber of p r o j e c t s d i r e c t l y connected with the 
hydro-carbon sec to r , with the help of concessionary companies. Itiese 
p ro j ec t s were to include amonia p l a n t , re f inn ing and petro-chemical 
. - ^ _ . • . _• _ T i l l ' " • - I - - •— I I I - U l l . l l . • • I I • - - •— 
14. Yusif Sayigh, op.,cit, p.437 
15. Ibid, pp.437-438. 
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i ndus t r i e s as well as the i n i t i a t i o n of training" programmes with the 
help of companies as p a r t of t h e i r cont r ibu t ion to the country a^^aintt 
the "benefits they are reaping from Lihyan o i l production and expor t s . 
'Ifcese wore followed hy other measures r e l a t i n g to iiicreasod revenues, 
the avoidance of waste of /;-as in i)roducLion, the app l ica t ion of economi-
ca l ly and technica l ly sounder p r a c t i c e s in the ex t rac t ion of o i l and the 
operation of tii(- we l l s , and the submission of production p lans acceptable 
to the {government. F ina l ly two i n s t i t u t i o n a l measures were taken in 1^67, 
tne f i r s t was the s e t t i n g up by Ko^al Decree on 20th April I967 of the 
Libyan Petroleum General Authority whose functions were repor ted to bes 
F i r s t to support the Libyan economy throut'>;h development, admin i s t r a t ion , 
u t i l i s a t i o n of petroleum resources in var ious s t ages , to e s t a b l i s h n a t i -
onal petroleum i n d u s t r i e s , to make l oca l and imported petrolem products 
and to p a r t i c i p a t e with deparLments concerned with planning and impleme-
n ta t ion Oi" s t a t e s ' G gent ra l petro_eum po l i c j and in f ix ing of crude o i l 
and petroleum product p r i ce s and maintaining the standard of tnese 
ID p r i c e s . 
The second measure was the s e t t i n g up in l^t^B of the Libyan General 
Petroleum company (LIPETCO) to ac t on behalf of the government in the 
ass igning of areas for prospect ing and explora t ion and genera l ly to 
undertake operat ions xiiakaaii r e l a t e d to the indus t ry . This body was r e p l -
aced in 1970 by the Libyan Oil Corporation (LIKOCO) and l a t t e r i t was 
named as National Oil Company (ijOC) which was assigned very wide powers. 
16. Farley o p . , c i t . pp.220-221. 
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All these e f fo r t s made "by the government shows i t s growing confidence. 
But as we w i l l not ice the more s i g n i f i c a n t changes in the s t ruc tu re and 
fxinctioning of o i l indust ry occured a f t e r the revolu t ion of 1s t September 
lyoy. 
Lib^a had s t a r t e d export ing o i l in I96I and by I969 had become the 
wor ld ' s four-th l a rge s t o i l export ing country with average production of 
over 3 mi l l ions bar re ls per day. Government revenues a t t ha t time worked 
Per ba r r e l 
out a t j u s t $ l/nddctxHH from expor t s . The companies and the government 
was nego t i a t i ng and the government claimed for an increase of a t l e a s t 
10 per cent per ba r re l in the posted p r i c e s of $ 2.21 for 390 Brega crude 
17 which had been in force since exf^orts had s t a r t e d e ight years before. 
'i-'he o i l operat ions were not a f fec ted when the revolux±uii took p l ace . 
Production and exports ol' o i l continued normall;.', apar t from two week 
in t e r rup t ion of a i r and pos ta l communication. Early comments by tnose 
in power were r e -a s su r ing . 'i'ne new Prime Minis ter , Jjr. kahmud a l haghr ib i , 
WHO had been lawyer with iiS& liJsso p r e v i o u s l y , s t a t e d to a French news 
agency on September 1969. 
' there wi l l be no spec tacular changes in our po l i cy , and I can 
confirnythat we sha l l endevour, to co-operate with the o i l companies, 
provided tha t the i n t e r e s t of the Libyan people which was completely 
neglected by the former regime i s taken in to account. I t i s poss ib le to 
safeguard these i n t e r e s t s by means of more ef fec t ive control over o i l 
. .18 
companies. 
17. The Petrole\im Economist, October 1974, p. 3^1. 
Id. Middle East Economic Survey, September 19, I969. 
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In the year I97O5 impor-tant economic changes too}?' p lace in a l l 
s ec to r s of the na t iona l economy. I t can be r i g h t l y considered tne year 
of o i l indust ry because important development took place on the i n t e r n a -
t i o n a l level ,comprising without exception a l l petroleum export ing 
coun t r i e s . Libya was a t the head of the countr ies whose o i l indust ry 
wi ^nesued several or^^anisational and lega l measures with the object ive 
of r ec t i f y ing tne e r ro r s which were prevalent m the previous years . 
'iliu s teps taicen by the revolutionar;y government in organising the 
production operation was important in the sphere of o i l indus t ry . In 
confirmity with the new economic po l i cy which aims a t rese rv ing the 
count ry ' s resources and the p u r s u i t of soxond method in t n e i r u t i l i s a t i o n , 
the production rCo'ulation number 8 was put in to force . "he reduction in 
t o t a l production of companies amounted to about J60 thousand bar re l s vex 
day since tbe comiri'-^nccrient of tne app l i ca i i o r of th ic r e^n l a t i o r i . e 
durdng the rieriod June-September 1S^7''« As a r e s u l t of t h i s po l icy there 
was a reduction of about 2 mil l ion ba r re l per da^ * from 1^69 to 1^74 sbown 
in the following table 3 . 
TAJJLE 3: 
Reduction In Oil Production ( I ' i l l ion Barrels Per Cay) 
Year Million Barrels / day 
1969 , 3.1 
1970 3.3 
1971 2.8 
1972 2.3 
1973 2.2 
1974 1.6 
Source: A Report Of The Kinistry Of Foreign Affairs, January I976, 
pp.140-141• 
133 . 
The iSfovernment and compani' c o n f r o n t a t i o n i n Libya had c r e a t e d an 
a l l p e r v a d i n g c l ima te of rnutioal d i s t r u s t and a c t i v i t i e s of v a r i o u s comp-
a n i e s come down to a minimiim a s r e f l e c t e d in the f o l l o w i n g t a b l e number 4 
durin^; I H ' / O - Y J and e s p e c i a l l y during' tiie two y e a r s 1971-72. 
Crude Oil Producxjor ( ' nouiijarid b a r r e l i 'er La,/) 
Compan;> IS 70 1^71 l!;'72 1973 
Oas is 9/16 (J2A 799 3^-13 
Occ iden ta l D J 9 ;?VJ6 424 333 
liJsso 692 /-i-'i? io^ 34 > 
x,.jec (1 un u) 413 420 1 . ? J j 
Aroseas i?i 262 2J4 220 
k o b i l / O e l s e n b e r j 235 1^ '>6 I63 1^ 1^  
A;5ip/""'oc - - iA l i 9 
Aqui tane^roup 20 17 lfc> 13 
Anoco 8 l:? 9 7 
Moc 4 4 3 3 
62/\ 
> J 6 
4,17 
I 0  
T
1^ 
4 
V u i i 
 
l^ 
. 
3
1
2^ 1 
l b 
u 
3 
Source : Pet roleum P r e s s S e r v i c e , Au^^iiest 1972, p . 2 8 l . 
On the o t h e r hand the ';oveiTiment' s r evenues were more than doubled 
to reach a l e v e l o f / 2 . 2 5 p e r b a r r e l in 1972. The s i ^p i i f i cance of t h i s 
p o l i c y a r i s e s from the f a c t t h a t i t p r e s e r v e d the c o u n t r y ' s o i l wea l th 
from e x h a u s t i o n wi Lhin a s h o r t j^oriod w i t a o u t making, use of i t in d e v e l o -
p i n g the r ema in ing s e c t o r s of the economy,. Tins was a l s o m harmony wi th 
the p o l i c y of the OPKC c o u n t r i e s i n organis in^j the r a t e s of i n c r e a s e in 
e x p o r t s averati 'es between membei- c o u n t r i e s i n o r d e r to r ea l i i ^e a oalance 
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between world demand and supply of crude o i l , and hence to TDring about 
s t a b i l i t y in the level of p r i c e s . 
The prchjul^ation of the law e s t a b l i s h i n g the National Oil Corpora-
t ion wnicb rc^'laced the General Libyan Petroleum Corporation, was a l so 
an important event during the per iod under review. The said law extended 
to the j u r i s d i c t i o n of t h i s corporat ion, in order to increrne i t s e f fec -
t iveness , to include aJ 1 s tages of oi l i ndur t ry , s tar t ing- from the stage 
of exiiJ ora t ion and ]>roduction to tue suhse>;uent s ta es of t ranspor t , 
marketing and i n d u s t r i a l i s a t i o n , p a r t i c u l a r l y a f t e r t ransfe r to t h i s cor-
porat ion of concessions areas re 1 in qui sued and vrixhdrawn from ce r t a in 
companies. The j u r i s d i c t i o n o,,' t l i is Corporation a l so incluaed tue task 
of managing and operatin^; coiiipanics deal ing in importat ion, sa l e s and 
d i s t r i b u t i o n of o i l products in the coiintr;;'. This add i t iona l j u r i s c i - t i o n 
was in accordance with law f'o.6^ of IS'TO issued by the Sjvolut ionary 
Command Council on 4th July 1970 which n a t i o n a l i s e the companiuc and 
t ransfe r t h e i r ownership in fu l l to the pub l i c s ec to r . By the end of 
1972 t h i s young Eational Oil Corporation and i t s a f f i l i a t e s con t ro l l ed 
a l l loca l marketing and two o i l f i e l d s . Libyanisat ion and t r a i n i n g p r o -
grammes in a l l phases of the i n d u s t r y ' s operat ion had been acce l e r a t ed 
and the companies were committed to annual charge for the explora t ion 
d r i l l i n g . 
In the ear ly years of revolu t ionary regime, Libyan crude o i l 
production was breaking a l l r ecords , i t reached the peak po in t a t 3.7 
19 mi l l ion b a r r e l s per day. In the meantime the government w;is t ry ing to 
19« Petroleum Economist, October 1974} p.3^31. 
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break the p r i c e s deadlock by p u t t i n g pressure on the two l a r g e s t ariniig±g 
company producers Esso and Occidental , in the expectat ion tha t agreement 
with one company would oblige a l l o thers to f a l l i n to l i n e . A warning 
tha t there w i l l be no l i m i t to the measures, the government i s prepared 
to take to achieve i t s aim, was backed by an order to cut production by 
over 400,000 ba r r e l s per day with Occidental the hardest h i t company. 
This was followed by sudden nat iona . l i sa t ion of a l l loca l marketing opera-
t ions by She l l , Esso and Agip s u b s i d i a r i e s . 
As a r e s u l t Occidental , tne most dependent company on Libyan o i l 
0 
agreed to the new posted p r i ce of & ^.!;J per ba r r e l of 40 crude (a r i s e 
of 30 c e n t s ) , a new tax ra t e of pd per cent compared with the former 50 
per cent and revised gravit;y di I'f c'-erj l i a l s . I'hree of the or.sn s member 
cornanies , the indepcnde*-ts Amerada, os3 , Continental and laruLhon, 
a'i'reed Lo broc,dly sir.iilar "Uerii.s, and the majors began to follow the s u i t . 
This agreement mariced tne f i r s t s ig 'n i f icant advance in crude o i l pos t ing 
in over 13 years and the biggest ever recorded. The s ize of the increase 
r e f l e c t e d the abnormal r i s e in the value of Libyan crude to tae o i l 
companies following the closure of Suez canal in 196?} the temporary cut 
of Q'ape l i n e and the consequent r i s e in tanker f r e igh t r a t e s . The gover-
nment of Libya describe t h i s r i s e in tax r a t e s as r e t ro spec t ive payment 
to compensa Le for the linduly ] ow p r i c e of Libyan o i l in the p a s t . The 
immediate outcome of the se t t lment was an increase of 20 per cent per 
ba r r e l in pos t ing for I raq crudes a t mediterranean terminal and a general 
advance in the o i l p r i c e s . 
Libya 's 1970's se t t lements did not l a s t long. By the ea r ly month 
t^iOro -^Wi. of 1971 the companies and the government were again engaged in 
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a new round of p r i ce nego t i a t ion . The terms f i n a l l y reached in Tt ipol i 
in Apr i l , and increased the government's revenues "by nea i ly one half 
with provis ions for fu r ther increases in fu ture . A s imi la r p a t t e r n of 
new set t lement was se t up for other Ijediterranean expor te rs . The immediate 
u 
e f fec t of t h i s " 'I'ripoli Agreement " was the r i s e in p r i ce for 40 Libyan 
crude by almost yO per cent from $ 2.55 to $ 34'i7 per b a r r e l . The increase 
was not a s t r a i g h t addi t ion to the previous pos t ing , but was made up of 
several amounting to 25 cents {on a new " base pos t ing " of $ 3.0? per 
b a r r e l ) and a low sulphur premium. 
'Fhe i l l u s i o n of uneasy peace tha t s e t t l e d over the Libyan o i l scene 
in xne l a t t e r naif of 3 971 was sha t t e red vrhen, on December 7th 1571) T^ he 
governmenx wi Lhoirfc 'vrarni • :,i! nc c^-^n Ihf exb"or fj ; ." i or of -.t-' s prooei^'ies 
as a reprlc.r.("' for trie Bri cisf' government 'a fiiilu'^e to orevrnt I r a n ' s 
occuj'ation of three sti ' t-legic Ini-^rds a t tlie entrance to tbe I'e^'sdan 
gulf. Compensation was ijron.ised, ifc was se t a t some il 40 r j l i i o n ; but 
BP refused to admit the l e g a l i t y of the ac t and soon brougtit i Ls f i r s t 
t e s t case to prevent the sa le of i t s na t iona l i sed o i l . 
In the meantime another source of company governnjent confrontat ion 
had developed from the question of adjustment of o i l p r i c e s following 
US do l l a r devaluat ion. In a se t t lement agreed in May I972 gave the gover-
nment a 8.49 pel" cent , do l la r devaluation increase in posted p r i c e s . 
This was the same percentage increase tha t Persian gulf and East Medite-
rranean producers had a l ready achieved, ivhile the matter was t id ing up 
the horizon was darkening with a new th roa t , the I t a l i a n s t a t e Agip 
s t a r t e d producing from i t s new Abu Tiffel f i e ld in Karch 1572, but the 
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go-vernment had refused to permit the compt^ to exjjort u n t i l a demand for 
51 per cent p a r t i c i p a t i o n in f i e l d was agreed. I t was not u n t i l September 
1972 that- the government of Libya s e t t l e d for a immediate 50 per cent 
share in Agip's two concessions. Since the company had already invested 
heavi ly there was l i t t l e scope for r e s i s t i n g Libyan demands. 
In the words of a Libyan o f f i c i a l s , " the Agip agreement marked the 
beginnin ; of tfte end of the t r a d i t i o n a l o i l concess ions ." After a week 
of t'tiia set t lement the government was demanding the same terms from the 
American independent operator Bunker hunt and the lialf Hunt 's p r o f i t s ^ 
since the n a t i o n a l i s a t i o n of BP some ten months before . The government 
then widened i t s compaign i'or '^0 per cent p a r t i c i p a t i o n by i n v i t i n g the 
0 . s i s consortium to consider the terms agreed by Agip. After some months 
of the f r u i t l e s s nego t ia t ions tr.e government began to press Gasis, Amoseas 
(Texaco/Socal) and Occidental for v i r t u a l n a t i o n a l i s a t i o n , irrniediate lUO 
per cent p a r t i c i p a t i o n in exciiange for compensation based on the net book 
valuoGnly and the r i g h t ±]iadaiiDt to buy o i l a t market p r i c e . 
While the countr ies were s t i l l d iges t ing these terms, the company 
was forbidden to produce and export from 1st June 1973 and in 11th June 
Qathafi announced the n a t i o n a l i s a t i o n of Hunt 's a s s e t s , thus giving the 
government f u l l control of Sa r i r - the Af r ica ' s l a r g e s t o i l f i e l d . In 
1974 the government fu l ly na t iona l i s e three other US o i l companies 
(Tezaco/Socal 's Amoseas concern, the Libyan Oil Company, an At lan t i c 
Ricf ie ld subs id i a ry ) , and describe i t as a severe t low to the American 
i n t e r e s t in the Arab world. By May 1^74 IJxxon and Mobil had agreed to 
Libya 's terms and Shell was ful ly na t iona l i s ed . At the same time government 
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was s e t t i n g a new p a t t e r n for explorat ion and production explorat ion 
sharing a^'reements, with an 85-I5 si^l i t in i t s favour onahoro and 8 I - I 9 
offshore. These were accepted by Exxon, I'lobil and Occidental companies. 
Tl: ere vrere two important reasons for t h i s G Lron^ j, pOoition of Lih^va, 
f i r s t the country had the su f f i c i en t f inanc ia l reserves to withstand any 
loss of revenues resulxin,j from a b i ^ f a l l or shut doim in production and 
second nearly half o±' the ijib^an o i l was bein,'j produced by ird'^pendent 
companies vrith p r a c t i c a l l y no other o i l ava i l ab le outside the Western 
Hemisphere. iiy trie f i f t h anniversary of the revolut ion Libya had come 
to control j uu t about 2/ j of i t s o i l ^reduction. While output by order 
of government dropped to l e s s than lialf of i t s one time peal- of 3.7 mi l l ion 
barrel per d<..y. Ine government revenues increaoed (""rorn .'.J Tier barre l to 
$ 9.^ 50 per b a r r e l . 
According to tne recent e s t m a t e s , the iiercentat^e share of Libya in 
d i f fe ren t companies increased over trie recenb yea r s . 'fne Lib^/an i n t e r e s t 
of Br i t i sh Petroleum, Nelson iiunkcr J un t , Amosoas and At lan t i c Ricbfie ld 
were n a t i o n a l i s e d in recent 2-ears. I t seems tha t the s uate w i l l not 
h e s i t a t e to take fu l l control of the indus t ry wtien i t juagcs icso l l ' 
capable of doing so, but i t disclaims any such in t en t ion a t p re sen t . I t s 
instrument of con t ro l , supervision and p a r t i c i p a t i o n i s tne National Oil 
Corporation, which i s empowered to undertake product ion, re f inery and 
d i s t r i b u t i o n . ITie s t a t e has taken majori ty shareholdings in t.ic produc-
ing companies. The table 5 shows the share of the Libyan government jn 
d i f fe ren t o i l companies. 
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Ti31M 5: 
Libyan Government P a r t i c i p a t i o n In Oi l Companies 
Company Ownership 
Libyan Uovernncnt % 
O t a e r s /o 
Oas i s 
Esso S i r t e 
5M. 2 
63.5 
Esso Lib,^a 
E l f Aqu i t a ine 
O c c i d e n t a l L ib ja 
I'ODnl Libya 
Afjip Lib;'a 
BP Libya 
Melson Bunker Hvint 
Libya 
Amoseas Libya 
A t l a n t i c R i c h f i e l d 
51 .0 
8 1 . 0 
51 .0 
51 .0 
5 0 . 0 
100.0 
100.0 
100.0 
100.0 
l iara thon 16 .3 
C o n t i n e n t a l 10 .3 
Affierada t iess 8 . 2 
Ex>:on 24.5 
Grace 12 .0 
Exxon 
E l f 
O c c i a e n t a l 
J.obil 31.8:) 
Oelsenberf^ 17 .5 
kp'iv ^0 
Source: Quarterly Energ./ Review, p.37 (Annual Supplement), 1981. 
The above discussion reflects the very tough relations of the oil 
companies and the government over the oil prices and participation matters. 
ITae revolutionary Kovernnent furi>icr Fiardcned the policy towards oil com-
panies. On the issue like oil prices and control over the production, 
Qathafi fought toai a hard but a winning battle against the oil companies 
which is reflected through increased revenues and greater control over 
oil production. 
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Oil P r i c e s ; 
Before 1950) the o i l producing countr ies were not concerned a tou t 
o i l p r i c e s , t h e i r revenues from o i l depended on t he i r r o y a l t i e s , on the 
volume of product ion, and on some other fixed fees whicn would noi be 
cffect€s 1 \)-j the chanje in o i l p r i c e s . 'ihe in t roduct ion of 50«50 formula 
r e l a t e d the revenues of the producin;^' coiiritries to the p r i c e s of o i l . 
J<'rom the ea r ly ly^O's i m t i l 1957, the ';U:^U forrnila caused the share of 
the producing countr ies to i nc rease . Posted p r i c e s vrere increasin;;:; too, 
hut caused noi in te r fe rence from the o i l ])roducinc countr ies in o i l p r i c e s . 
tueA, wcx>e pleased with the new increases in t h e i r incomes. 
After 19^7} tae p r i c e s of oiJ decreased as a r e s u l t of the f o l l o -
winy facloT-s: 1) t ^ A lar ' je numher of companies entered in to o i l 
production opet^ation} 2) the increase of Russian Petroievim exports a t 
o i l to the 
lower p r i c e s ; 3) ti-ie increased supply oj" north African/maricot; and 4) the 
strengthened har ja in ing pos i t i on of independent r e f i n e r i e s for lowering-
p r i c e s . ITae decrease in o i l p r i c e s effected tne producing coun t r i e s ' 
revenues. In order to control the s i t u a t i o n these count r ies organised 
themselves in to the Petroleiom Producing And Exporting Countries (OPEC). 
The p r i c e of o i l in the world marxet was not determined by supply 
and demand. I t had a d i f fe ren t market system of p r i c i n g , where bu;yers 
determine the o i l p r i c e s . The OPEC was es tab l i shed to p r o t e c t i t s 
members from decreasing oj1 p r i c e s in i960. This organisa t ion included 
20. Charles Issaws & toohmmad Yaganet .- Tlie Economics Of I 'iddle Eastern 
Oi l , Kew York, Preager Pub l ica t ion , ( I962) , PP. 162-165. 
1 4 1 . 
Saudi Arab ia , Kuwait, I r a n , Venezuala and I r a q a s o r i f f ina l members and 
added I n d o n e s i a , Libya, Q a t a r , Abu Dhabi, Ali';er3a and N i g e r i a l a t t e r . 
OPfJC's {^-oals were trie i'oliowini'^-: ' l ) To or ' an i se trie petrolouin 
] )Ol i c i e s or i t s meirbers to t t i e i r tjei.L i n i o r t j o i , i i id iv idua l , / and c o l l e c t -
i v c l ; . Z) fne i ' luc tua t i o n s ir. o i l r i r i ces a f i e c t to a ^-reat e x t e n t the 
econoni( 3 oi" o i l n-^uaucin c o u r . t r i e s . ' 'ence t h i s ors^an J s a t j on i:a!-ted to 
s t a b i l i z e o i l i)riGes f o r i t s i.,eniberG in the i n t e r n a i o r a l Fio-r^cct to 
p r e v e n t unneces sa ry r o a u c t i o n in o i l p i - i c e s . 3 j lo obtoervu i t s r.iei.iber's 
i n t e r e s t in Lie o i l ^ i c l o , b u t a t tue sane xime i t vjas be in • obl i{-a ted 
to cons ide r the i n t e r e s t of the o i l contiuiuo^s in me t in ' j t r e i r n e e d s . 
ui n,"a jOin the ^i i;C m 1^0. ana v/'. j ' cJ • ' i t c a h; i t s ; ' c t i v i + : p 3 . 
I'he c o u r t r ; ' ' s f i r s t na or oa t t i e W3 L' 1 le o i l cobnjc- i s s tartc^d i IS 6", 
wtien ttio [^ovQ2-iJheni i " Lroaxiced t'-'e OPjiiC s; s Lein of b a s i n i ' t a x e s on t iosted 
^T^ices, i ^ a t n a f i ' s f i r-s L C i . a i l e r j e to o i l pxxES corij)anies x-ras on D r i c e s . 
Ana by apj^l;, in^; the p o l i c y of c u t t i n j u r o d u c t i o n , he was f i n a l l y s u c c e s s -
f u l m s e t i l i n t i an i n c r e a s e in p o s t e d p r i c e of ''C cenxs T e^^  o a r r e l w.^ich 
was no t only the biy'"-es t b u t iias a l s o t ' le f i r s t major i n c r e a s e in pos t ed 
22 
p r i c e s i n more than ten y e a r s . 
In the e a r l y y e a r s of i t s develo3)rjicn t t ' e o i l i ndus t r j i was c o n t r o -
l l e d by few companies. Because of the m o n o p o l i s t i c natu^^e of t he se 
companies , a t the p r o d u c t i o n s i d e t h e i r a i n vras to i n c r e a s e o u t p u t to 
the lari:,-cst p o s s i b l e e x t e n t and m a i n t a i n i n / a low p r i c e l e v e l . Ihey 
2 1 . a chu r r & Homan, Middle E a s t Oi l And Wie Western World, 0 .123-
22. M d d l e E a s t Annual Iteview, I'^bi), p . 2 o u . 
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use to de te rmine j r i c e s f o r o i l and o i l p r o d u c t s i n accordance w i th t h e i r 
own p o l i c y withoui; o b t a i n i n g the p r i o r approve l of p r o d u c i n g c o u n t r i e s . 
This was the main p o i n t of c o n f l i c t between the p r o d u c i n g c o u n t r i e s and 
the companies . 'ilie combinat ion of t h e s e f a c t o r s a l o n g wi th the growing 
n a t i o n a l l i b e r a t i o n i n the p a s t few y e a r s he lped the government of o i l 
p r o d u c i n g coixnt r ies to enhance i h e i r c o l l e c t i v e n e g o t i a t i o n power r e p r e -
s e n t e d through OPiiJC. 'ihe combined efforlfof t ne se c o u n t r i e s i n c r e a s e d 
23 
the o i l r evenues very much a f t e r 1973. 
I t was a g a i n s t t h i s bacKgroiAnd t h a t the Libyan government a f t e r 
r e v o l u t i o n Look a ve ry f irm s t a n d towards i t s o i l i n d u s t r y . Tne new 
government was a b l e to i n c r e a s e i t s crude o i l p r i c e s through i n c r e a s e d 
p o s i e d Tirices thiis r e a s o n a b l y i n c r e a s i n g i t s r e v e n u e s . The t a b l e 6 on 
the following- page siiows the e f f e c t of the i n c r e a s e s i n p r i c e s on the 
o i l r evenues which throws lig-rit on the gove rnmen t ' s i n c r e a s i n g income 
from i t s crude o i l du r ing the y e a r 1^70-77. 
I t i s a p p a r a n t from the t a b l e t h a t d e s p i t e the marked c o n t r a c t i o n 
(aromid 5 5 • ! P'^^' c e n t ) i n q u a n t i t y of crude o i l e x p o r t s over t h e f i r s t 
f i v e y e a r s , the va lue of such e x p o r t s r o s e by 163.S^ p e r cen t d u r i n g the 
p e r i o d l^jTO-'J^ due to the p r i c e r i s e f o r Libyan c r u d e . Tra.3 t r e n d con-
t i n e u e d d u r i n g the subsequent y e a r s wi th the e x c e p t i o n of 1975 'i-tf'^Qi^ a 
a d e c l i n e was w i t n e s s e d both i n the q u a n t i t y and the p r i c e r e a l i z e d . 
23 . Economic B u l l e t i n P u b l i s h e d By Ibe Economic Research And S t a t i s t i c s 
D i v i s i o n Of '&xe C e n t r a l Lank Of Libya (.Api'il-J^ine 1978) , Vol . XV" 
N e . 4 , 5 5 6 . , p p . 1 3 - 1 4 . 
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TABLE 6! 
Quality And Value Of Crude Oil Exports And The Revenues Realized 
Tear Crude Oil Value Of Price/barrel 
Eyports Crude Oil (l^ D) 
( ' 000 B a r r e l s ) ( M i l l i o n ) 
L i b y a ' s E e c e i p t From 
Crude Oi l & By i- 'roducts 
Amount in /"^  Chang:e 
i . i l l i o n IJD 
1970 
1971 
1972 
1973 
1S74 
1975 
1976 
1977 
120s 
100.^ 
blO 
747 
5 A'4 
52X 
676 
709 
b41 
959 
953 
116J 
? j : i 
190 6 
27-1 
iin'j 
0.696 
0.9:; 6 
1.2 
1.5 
4.^; 
3.6 
4 .0 
495 
6^3 
626 
J 51 
1/L43 
12U3 
2021 
25u6 
-
3H 
- 8 
- 1 2 
162 
- 1 1 
6 
8 
Source : Secre L a r i a t Of Pe troleuzr 
The r i s e i n v a l u e of crude o i l e x n o r t s durin^f the pei ' iod 1970-73 
was due +t> improvements of man; of the b u s i n e s s terms wi th f o r e i g n o i l 
companies. I t r o s e from LD 0.y6 p e r b a r r e l i n 1970 to some LD 1.2 p e r 
b a r r e l i n 1972, then around LD 4 . 4 p e r b a r r e l i n 1974 and f i n a l l y to 
abou t LD 4 .5 p e r b a r r e l i n 1977* Oil b y - p r o d u c t s a r e a l s o an i m p o r t a n t 
source of r e v e n u e s . In Libya a t t e n t i o n was g iven to these b y - p r o d u c t s 
only a f t e r r e v o l u t i o n when the p l a n n i n g s t a r t e d f o r i n d u s t r i a l i s a t i o n 
and s i n c e then they a r e c o n t r i b u t i n g to the n a t i o n a l income. 'Ihe e x p o r t s 
of pe t ro l eum p r o d u c t s a r e growing over y e r r s i n terms of v a l u e , q u a n t i t y 
and v a r i e t y i n comparison to the p a s t . I n the e a r l y ; e a r s Naphtha was 
the only b y - p r o d u c t e x p o r t e d whi le the pe t ro le iua p r o d u c t s e x p o r t e d now 
comprises f i v e o t h e r i t ems (LNG, f u e l , o i l , gas and k e r o s i n e ) . 
144. 
These c o n t r i b u t e d LD 176.6 m i l l i o n to the government r evenues from the 
o i l s e c t o r i n 1977 as a g a i n s t LD 16 m i l l i o n i n 197?'' As s u l p h u r f r ee 
lii!:hL crude of hi(rh q u a l i t y on the r i g h t s i d e - o f Suez, Iiihyan o i l commands 
top p r i c e s . The p r i c e of Zue t ina and '^rega l i g n t crude to e s t a b l i s h e d 
cus tomers r o s e from $ 12 .32 p e r b a r r e l in 1975 to $ 14.25 and $ 14-20 
p e r b a r r e l i n 197"^ and 1977 r e s p e c t i v e l y , d e c l i n e d s l i g h t l y i n 197^ to 
ij; 13 .90 ana t> lj,.6^, ana was s h a r p l y i n c r e a u e d i n 1979 to $ 26.27 and 
•tJ 26 .22 anu 37'O in 19'~-0 to .LI .O i n e a r l y 19b l . Tota l exi)orLs of Libyan 
o i l vfcre worth $ r,,600 m i l l i o n i n 1978 and was esLir"at(.-d a t some 3 26,300 
m i l l i o n i n 1^77 • 'i^'-<3 t o t a l o i l re\renue in 1979 was e s t i m a t e d a t $ 15*22 
b i l l i o n and i n 19^0 i t was :ir 22.53 b i l l i o n . ' ' 
P roduc t i on fine i^Jxplora t i o n A c t i v i t i e s ; 
'Phe p r o d u c t i o n of o i l in tne e a r l y y e a r s or i t s development 
i n c r e a s e d a i a r a p i d p a c e , b u t a f t e r 1970 the Jjib^.an :,ove'-nirient adopted 
the c o n s e r v a t i m p o l i c y in p r o d u c t i o n ; and thus the p r o d u c t i o n of o i l 
was r educed t o a c o n s i d e r a b l e e x t e n t . Tills i s shown i n t a b l e nuiiiber7 
on the f o l l o w i n g p a g e . 
A f t e r the f i r s t September r e v o l u t i o n i t was decided to conve r t the 
c o u n t r y from a crude o i l p roduce r i n t o an e333orter of p r o c e s s e d p r o d u c t s 
and t o e s t a b l i s h p e t r o - c h e m i c a l i n d u s t r i e s . Six r e f i n e r i e s have been 
b u i l t s i n c e 1970 and t h r e e more a r e p l a n n e d , to a t o t a l smc c a p a c i t y of 
one m i l l i o n b a r r e l p e r day. rA j x-esent t h e r e a r e s i x r e f i n e r i e s i n 
25 
o p e r a t i o n . 
24 . Q u a r t e r l y Economic Review 1980 ,1981 , jlnnual Supplements , p . 8 
25 . Q u a r t e r l y Energy Annual Review, I 9 8 I , Annual Suplement, p . 3 8 . 
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TABLE 7i 
Crude Oil Production In Libya Since Commen cement (Thousand "barrel per 
day) 
Year Dai ly Average Total 
1961 I d . 2 6,642 
1962 182.2 66,543 
1963 4 4 1 . a 161,272 
1964 d62 .4 3155621 
l s 6 5 l , 2 l 8 . d 444,d)62 
l<~j>>c 1 , ' ^ 0 1 . 1 547,902 
li'^1 1 ,740.5 635,285 
1'68 2 ,002 .1 952,357 
1^69 8 , 1 0 S 1 1,13^1,839 
1^70 3 ,318 .0 l , 2 1 i , 0 o 6 
1S71 2 ,760 .8 1 ,007,692 
1972 2,239.4 819,619 
1973 2,174.9 793,854 
1974 l,j21.3 555,291 
1975 1,479.8 540,129 
1976 1,932.6 707,336 
1977 2,063.0 
1978 1,983.0 
1979 2,091.0 
1980 l,bj0.0 
Source: Direct Conunxinication To S e c r e t a r i a t , (quoted i n OPEC's Annual 
S t a t i s t i c a l B u l l e t i n 1975-76) , p . l 7 and Quarterly Econonic 
Review, Ajinual Supplement I 9 8 I , p . 9 . 
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Libyan Oil H e f i n e r i e s 
Owner Loca t ion Crude Capac i ty b / d 
KOC i lmal Sc A z z a w i y a 121,d00 
KOC Gialo 4,400 
HOC I n t e s a r l,dOO 
NOC Zue t ina 3,000 
Esao l iarsa EJ '-iree;a 11,000 
' l o t a l 142,000 
Libyan Oil P o l i c y i 
Oil emerged i n Libj^a j u s t i n t i n e when the count ry was i n d e s p e r a t e 
need ol' n^.oney. Oil con'^escioiis fjrovided trie cou_r tr;^' w i th a aource oi' 
income aiiu r educed Ihe burden ox' ^o re ign a i d on which the coan-cr; was 
s o l e l y dependent due to l a c k oi' d o r c u u c c a u i t a J . ^Iie o i l "ovouics 
enaDicd the c o u r l r y Lo r e c e i v e th'- hu.'e ar^ount o i money i o r i .s enp ty 
t r e a s u r y . 'il'c main aim of the {jovernment i s to g e t more and more r evenues 
from the o i l . 'rhe i^olicy of the r e v o l u t i o n a r y government i s much more 
a g g r e s s i v e than the p r e v i o u s reg ime . ITie gove rnmen t ' s p o l i c j ' i s to make 
the b e s t use of t h e i r o i l and to ach i eve t h i s aim the p r e s e n t government 
can go to any extreme a s i t i s r e f l e c t e d i n the speeches d e l i v e r e d by 
Qathaf i from time to t ime . Very of ten he warned the o i l companies to 
cu t p r o d u c t i o n and s a i d " t h a t ttie p e o p l e of Libya who had l i v e d w i t h o u t 
o i l from 5000 y e a r s could l i v e w i tuou t i t a g a i n f o r a few y e a r s more 
whi le they o b t a i n e d t h e i r l e g i t i m a t e r i g h t s . " 
Af te r the r e v o l u t i o n the Libyan p o l i c y b rough t the coun t ry an e x c e -
l l e n t ga in i n the form of i n c r e a s e d r e v e n u e s . Libyan o i l p o l i c y r u n s 
l i k e a s t r e am, moving forward never t u r n i n g back , i t r e c e i v e d more b e n e f i t 
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a f t e r every new ac^'^eiiient. The new pol icy increased, the revenues, the 
percentage of government p a r t i c i p a t i o n in operat ing companies and acquires 
a monopoly of loca l marketing. In the Arab sphere, Libya i s making good 
e f f o r t s to c •-f'^dinate i t s o i l Dolicy with s i s t e r Arab countr ies p a r t i c u -
l a r l y those in which o i l cons t i t u t e one of the main resources . As the 
r e l a t i o n s between Libya and the outside worJd (other tnan Arab count r ies ) 
are concerned with respect to t',- o i l indus t ry , the revolutionar;/ gover-
nment made several contra.nto and concluded a nur.ber of agreements in 
order to di velop i t s o i l industry' . 
'i^ ;ic Libyan o i l polic;> aims a c acnieving the following: 
i) 'I'hci Iib;'-an oeople must be rociJ masters oJ' their o i l wealth. 
2) 'ihiB i7i'ultb must be u t i l i c e d in t i e best wa;;, 3 to en'iarce econonic :ind 
aoc ia i development p lan . 
3j I'o put trie o i l energy a t the uervice of human s t ruggle aga ins t a l l 
s o r t s of exp lo i t a t i on . 
One of the main aims of the Libyan economy i s to use i t s o i l 
resources to d ivers i fy the economy. 'ttie establishment of petro-chemical 
i n d u s t r i e s i s one step towards t h i s po l i cy . The Abu-Kammash i s one of 
them. According to an o f f i c i a l repor t i t i s one of the b igges t p e t r o -
chemical p ro jec t in the middle eas t ai.d Africa. The cont rac t value of 
t h i s complex i s 1^0,000,000 LD, i t occupied an area of about 24 hectares 
and i s located in I t i p o l i . Another petro-chemical p r o j e c t i s being b u i l t 
a t Raslanuf and i t i s expected tha t i t w i l l s t a r t working by I9fa4« Pe t ro -
chemical i n d u s t r i e s are developing f a s t in Libya. At Mersat Brega an 
amonia p lan t with a capaci ty to produce 272,000 tonnes per annum was 
opened in 1979* Another p l a n t i s xinder construct ion a t Rrega with a t o t a l 
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capacity of 152,000 tonnes per anniam. An ethylene p l a n t i s a l so under 
const ruct ion . Abu-Kainmash p l an t i s developed in such a way tha t i t w i l l 
be a expor t -or ien ted indus t ry . And i t i s hoped tt iat i t w i l l j^roduce and 
export subs t an t i a l q t ian t i t i es of s a l t , caus t i c soda, p l a s t i c ^.'^ods, l i q u i d 
chlorine and super hyper c n l o r i e t . Other development in th i s sec tor i s 
the increased number of o i l r e f i n e r i e s . The number r ' - f ine r ies has i n c r -
eased from two in IS'TO to s ix in I'yoii, many o thers are under cons t ruc t ion . 
] t ii-- important because rc f in in • crude o i l i s the fn r s t step in niakin^^ 
o i l products . 'three more r e f i n e r i e s are plannea to be bui ld a t Tobruk, 
Zuetina and 1 i su ra tha with the completion of these p l a n t s the re ' f in in j 
capacity of Libya wi l l r i s e to 4^ mi l l ion tonnes, and wi l l p lace jjibya 
from i t s present ei^i'ht pos i t ion to fourth noGition in tl r; OPEC, boliind 
some of the leading o i l produi;er countr ies l ike Saudi Arabia, Venoi.uela, 
and I ran . 
Ihe miOijf imiportant i n d u s t r i a l p ro jec t outside the o i l indut: try i s 
tiie Steel Complex a t k i su ra tha . Tne est imated cost of t h i s p r o j e c t i s 
about $ 1 b i l l i o n and i s managed by a separate company the Sxeel Ki l l 
Construction Corporation. 'Ihe large reserves of ore in W'adi Shati has 
g rea t ly f a c i l i t a t e d the production of s t e e l in r ecen t yea r s . I t w i l l 
help the Libyan government to produce s t e e l m.ore cheaply and w i l l iielp 
in the i n d u s t r i a l i s a t i o n of the country. Another important indus t ry in 
Libya i s i t s cement indus t ry where production has increased from 72b,000 
tonnes in 1975 to about 4 mi l l ion tonnes in I98O. The rapid growth of 
t h i s indust ry i s mainly due to large construct ion programme in the 
economy. 
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Besides creatin;:^- the i n f r a s t r u c t u r e and deve lop ing t) 'e i n d u s t r i a l 
and a g r i c u l t u r a l s e c t o r of the c o u n t r y , the government has n o t n e g l e c t e d 
the g e n e r a l w e l f a r e of the m a s s e s . Ihe c o n d i t i o n s of the peop le have 
c e r t a i n l y improved s i n c e the r e v o l u t i o n . ITiey a r e i n much b e t t e r 'Dosi t jon 
and a r e e n j o y i n g a h i g h e r s t a n d a r d of l i v i n g than what they were e n j o y i n g 
in the p r e v i o u s r eg ime . The e f f e c t s of the i n c r e a s e d o i l weal th i s f e l t 
by the poor s e c t i o n of tbe s o c i e t y . 'iliey a r e p r o v i d e d wi th be t i e r l i v i n g 
c o n d i t i o n s and b e t t e r o p p o r t u n i t i e s of eFployment . heavy inves t i i , en ts a r e 
made i n the f i e l d of med ic ine , e d u c a t i o n , c o n s t r u c t i o n of roads and 
r a i l w a y s , hous ing ana in c r e a t i n g more employiaent o p p o r t u n i t i e s . 
In the a r e a of h e a l t h the a ims , p o l i c i e s and ach ievements have been 
r emarkao le . TLe Libyan peop le remained i'or c e n t u r i e s the v i c t i m of 
Bjff.igigTa epidemic d i s e a s e s sucri a s t u b e r c u l o s i s , m a l a r i a and traciiomti. 
'Jhi r e v o l u t i o n a r y government devoted a deep s e a t e d p l a c e fo r the h e a l t h 
s e c t o r in the development p l a n s , so a s to rem.ove the d i s e a s e s and to 
c r e a t e a h e a l t n y l a b o u r f o r c e . An i n v e s t m e n t of abou t LD 64,OOj,000 was 
made i n tbe f i r s t t h r e e y e a r p l a n . Py the end of the p l a n i t r e s u l t e d 
i n an i n c r e a s e i n h e a l t h s e r v i c e s . Ihe ntunber of beds and the number of 
p h y s i c i a n s p e r thousand of p o p u l a t i o n i n c r e a s e d from 4-2 to 6 and from 
one p e r 1,500 to one p e r thousand r e spec f i ve 1;>'. Great p r o g r e s s has t aken 
p l a c e i n h e a l t h s e r v i c e s a s i t i s r e f l e c t e d i n the f o l l o w i n g t a b l e 8 . 
TABLE 8; 
D e s c r i p t i o n 1^69 1975 
H o s p i t a l s 42 61 
J3eds 6421 14695 
Denta l C l i n i c s 23 69 
M a t e r n i t y & Ch i l a welfLTe 31 92 
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•J'uberculosis CtntrcL; 5 14 
Central clinj cs 5 -1-07 
J u l t j jJepartji.en L Clar ic i j I ?' ' 
Public CliKics 414 592 
Sources An 0±"ficial Hej)ort, 11-IG liunian J arch In Libya, 'ib-inoli, J 976? 212 
i:\2l2. 
A s t i l l I'^^f' '' 1- anount iras allocaLcd for health services in tne 
yecond i^ 'ive ^ear Plan amounting to LP 171}^05 million and a similar growth 
pattern was followed. In tais plan this was the only sector where a l l 
the allocated anoxint was opent. 
The acLievci'ients are also roriiarJ-iable in tiie field of builoinj 
houses. 'lYie Libya's crash house buildirg pro^ r^ar!•>« as al' ojt complete. 
At the tijre o ' revolution about 1}U,000 farJlics ircre comoleLely hojr.eicjs 
and about Y'^ jOOO were livin^^ in tents and huts. Po one is homeless any 
more, the homeless families have alread;/ occupied the modern homes with 
decent standards of amenities and comforts. Ihe ,'pvernment has built 
almost 200,000 homes in ten years and now emphasis has shifted to other 
construction projects such as hospitals, shopping complexes, factories, 
and ports. Libyan people are given every assistance to own their own 
.'ree 
homes. Hvindered per cent / interest loans were made available to low 
income groups so that they could build their own houses, and if they 
chose to purchase a ready-made house from the state then they are provided 
an exemption of yo per cent if their income is below LD 6,000 per year. 
Rents are not paid by those earning less than £ IS'O per month. 
" Education for a l l " is a principle adopted by the First September 
Revolution. Emphasising the importance of education Qathafi wrote in 
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h i s Green Book, " education i s a Ti£;h± for every hiaman 'bednrf and no one 
has r i c h t to deprive him of t h i s ri t^ht. " The f i r s t f u l l decade of the 
revolu t ion saw increases in the a v a i l a b i l i t y of a l l types of education 
ranginfj,- from 12j per cenx Lu 3,12'4 per cent . Ihe f igures included j>,bOH 
schools of a l l t^nes up from 1,?7S*« i-'lementr^' pup i l s increased from 
270,617 to tu4}Uy(), those a t preparatory scl'Ools from 2S-,l8l to 201,211 
ano secontary students from 7 51^1 to 2t),lJ9» Enrolments for technical 
training: increased fron i,2'^9 l^ o 7j ' /^3. University' pducj'tion a lso i nc r -
easied with tne divis ion of Libyan univerait j / in to two seprate e s t a b l i s h -
ments: the c^r Younis in heng-hazi and T>ai(ia and the A]-f*'ateh in Oh:'ii)oli, 
and tl ore wys additioi) of many revr f a c u l t i e s . Ilie number oi' enrolements 
were '•'//'^^ in 147.9. In addn t ior there i s proviTJor. ^'or- upeciaLisec eou-
cat ion sucn as teacjpf^'ij training;, and the adul t l i t c r a c ; projrainne aimed 
a t moij . 1 ; euucation of elderly- peor)le who never enjoyeo the opi'or iiii:i3 t.y 
of education in p re - revo lu t ionary t imes. 
llie development i s a l so remarkable in the f i e l d 01 t ransport and 
communication. In I968 before the revolu t ion th' re were about 0,000 
ki lometers of roads in Lib^a, in IS^  0 the area has increased to 80,000 
k i lometers . Wo railway had been in opero.tion since the l i n e between 
Benghazi and Barce was abondoned but a r a i l l ink from Tripol i to Sfax 
has been surveyed recen t ly . 
Due to increa ed medical f a c i l i t i e s the populat ion i s increas ing 
a t a r a t e of 3.9 per cent and the number has increased from one mi l l ion 
to 2.5 mi l l ion . The t o t a l labour force a l so increased from 46,000 in 
1964 to 800,000 in IS18O. 
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In order to achieve a susta ined economic £,'Towth i t i s e s s e n t i a l tha t 
the country should have an adequate absorptive capac i ty . In the absence 
of such capa,city more c a p i t a l w i l l lead to i n f l a t i o n and wastage. I t >-' ' 
sometime thought tha t apparently unlimited su iply of cap i t a l ;all07r an 
econom.y to s u b s t i t u t e capiital for otlier fac tors of product ion. Hut from 
the e::pcrience of lib^'a and man;/ other middle eas te rn countr ies we come 
to th.e conclusion tha t an appropria te mix i s esr-ential to acnieve a se l f 
sustained "'.Towtri. Jviercl;/ spendln;- money could not be ef fec t ive unless 
i t i s a l loca ted e f f e c t i v e l y . 'I'ranaforma'tion in Libya i s achieved but 
more in roads and urban s t ruc tu re s r a the r in more d i f f i c u l t areas l ike 
a;3-rT cu l tu re , ir(;uatr;, and cap i t a l I'orr.ati on. 
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C H A P T E R VII 
SUIvJgH' . COI'iCLfJSIOJ-j AJID RECOMIEFDATIOFS 
Petroleum was d i scove red i n Libya i n commercial Q u a n t i t i e s i n 
1S^595 br incinc" the co imt ry hup:e amount of r e s e r v e s w i t h i n few y e a r s . 
•f\lational income i n c r e a s e d wi th the i n c r e a s e of oi L p r o d u c t i o n . The o i l 
r evenues became the bachbone o" the enoror'y as 60 p e r cen t of the n a t i o n a l 
income and 99 i>Pi' cen t oC the forei,,Ta exc!iant;e came from o i l revenuoG. 
I t i s ^ood f o r a developin ' ' ; count r j ' to f i n d a r i c h source of income, 
such a s o i l , to ease i t s development r e q u i r e m e n t s , b u t r o t ^ood to ue])end 
on i t e n t i r e l y f o r i t s econon ic l i f e . Pet ro leum moreover i s an e x h a u s t -
a b l e reGou"ce, and i t j r a i -ke t i s nox c o n t r o l l e d hy Lib;^a} hence i t s 
m s e c t i r i t y and lack of c o n t i n u i t y ' i-a ce i t u n a c c e p t a b l e f o r l i h y a to 
depent u ion i t i n the I o n j T"jn. 
The coun t ry has two r n c c o s e i t> ier to f i n d i t s e l f a new source of 
income to s ecu re i t s f u t u r e econoi i c l n ' e or depend or ti^is e x h a u s t a h l e 
source wi th i x s i n s e c u r e m a r k e t . Tlie second choice mi^ht r e s u l t m 
L i b y a ' s r e t u r n to i t s s t a t e of j iovcr ty be fo re XE± o i l ; the boor expe r i ence 
would then become a t h i n g of j i a s t mere ly a d d i r ^ few p a ^ e s to the h i s t o r y 
of the c o u n t r y . The f i r s t cho ice i s more f a v o u r a b l e and Libya has made 
many s t e p s i n t l i s d i r e c t i o n . 
Pe t ro leum i s becoming d e p l e t e d , and du r ing t h i s p r o c e s s the 
coi int ry shou ld use p a r t of i t s r evenues to b u i l d a more s o l i d base f o r 
i t s economy. A g r i c u l t u r e and o t h e r p r e - o i l s o u r c e s w i l l no t be s u f f i c i e n t 
to s u b s t i t u t e f o r o i l . 'Foe covuitrj i a t i ^ m ^ <o develop i t s m i n e r a l 
r e s o u r c e s bu t t h e r e i s n o t much hope i n t h i s f i e l d . The most f e a s i b l e 
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way of helpini3 Libya to d i v e r s i f y i t s s o u r c e s of income and. s e c u r e i t s 
economy i n the long r u n , would be i n d u s t r i a l i s a t i o n . ¥ i t h l a r g e supp ly 
of o i l a s f u e l and g r e a t pe t ro leum r e v e n u e s , i t s on ly need a t p r e s e n t i s 
to develop the n e c e s s a r y manpower to o p e r a t e the most advanced machinery 
i n the new f a c t o r i e s and to s t a r t from the p o i n t of t echnology which the 
developed n a t i o n s have already' r e a c h e d . 
Ihe coun t ry r e a l i z e s the impor tance of d i v e r s i f y i n g i t s s o u r c e s of 
income. I t i s t ry in '^ to push through i n d u s t r i a l i s a t i o n . Ihe government 
i s i n c r e a s i n g l ; i n v e s t a n g i n s o c i a l and c a p i t a l s overhead s i n c e Libya i s 
poor i n t h i s t;/pe of c a p i t a l . A g-reat amount of i nves tmen t has gone to 
h o u s i n g , e d u c a t i o n , t r a n s p o r t a t i o n and communication sys tem, among o t h e r 
s o c i a l c a p i t a l overhead inve '^ tments . li'rom the v a r i o u s i n t e r p r e t a t i o n s 
of devolooment we conclude t h a t deveJcnment j s accomTanied with the 
i n c r e a s e i n p r o d u c t i v i t y and a more equa l d i s t r i b u t i o n of b e n e f i t s . here 
in case of Libya we found huge i n c e n t i v e s to convey good nown abou t the 
r a t e of i n c r e a s e i n n a t i o n a l income, income p e r head ana tho l e v e l of 
a g r i c u l t u r a l and i n d u s t r i a l ou tpu t f o r the p c r i c ^ which we have a n a l y s e d . 
The courageous c o n s e r v a t i o n p o l i c y of ttie Libyan l e a d e r b rough t iirimediate 
rewards to the n a t i o n a l economy, and an er^uiva len t wise p o l i c y i s needed 
to manage the development programme of tho c o u n t r y . 
RECOKi^ JEWMTIOHS 
To d i v e r s i f y the c o u n t r y ' s sou rce of income, I b e l i e v e the f o l l o -
wing p o i n t s w i l l be b e n e f i c i a l : — 
1 . Since o i l i s a f i n i t source of incom.e and the coun t ry i s t r y i n g to 
f i n d i t s e l f a way to d i v e r s i f y i t s s o u r c e of income, i t should be c a r e f u l 
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not to use i t s o i l revenues excessively or acce l e ra t e production and so 
gamble with revenues in the troubled world monetary market. Oil should 
be produced only to the extent of the need of revenues for development 
of new source or sources of income and for needed consumer goods, and 
not for the sake of increas ing the count ry ' s m.onetary hold ings . 
2. Ihe cotmtry ma;^ ' receive more p r o f i t s from i t s o i l through down s iroam 
o i l operations such as o i l r e f in ing , than from an increase in oi.! 7.irodu-
c i ion . 
3. Although foreign investment i s needed for the p o s s i b i l i t y of br inging 
in foreigr exi^erience and s k i l l e d labour, t l i is investment should be l imi ted 
to the f i e lds which, a t p resen t , the country i s unable to esrolore and not 
extended to the i n d u s t r i a l f i e l d where i t wi l l be in compcLition with the 
loca l ifjuus t-finl p r o j e c t s . 'ihis w i l l defeat the very pui-uose oi' foreig-n 
investment. 
L( A O i ' O 
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4. liore detailed studies for the industrial sector should be made' begi-
nnin.; new projects. Priority should be given to the alread^^ existing 
industries, if needed, and to industries wherre raw material exists locally, 
and to industries in high demand by the local market to substitute for 
imported products. In all cases the established industries should be in 
line with the market and have expected ability to build its factories 
and management. 
5. Government help and protection should be afforded to industries with 
the possibility of standing'on their own feet in the feasible future, but 
not to industries otherwise situated. 'ITie industrialisation should be 
strong enough to give the country the chance to depend on it as a necess-
ary alternative to oil, and to improve the standard of living. 
6. 1'he private sector should be given its due importance. Incentives 
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should "be given to p r iva te enterpreneurs to develop the i r s k i l l s , which 
wi l l prove helpful for the development of i n d u s t r i a l s ec to r . 
7 . The government may find a solut ion for making; c r e d i t for indus t ry 
cheaper and e a s i e r . Speeding the establ ishment of an i n d u s t r i a l bank i s 
g rea t ly needed and as soon as p o s s i b l e . 
cj. The p r i ce of e l e c t r i c i t y needs to be reduced for i n d u s t r i a l u se s . 
y. Tbe /_-overiirjent may expand the market for i t s i n d u s t r i a l products 
through trade agreements with the other coun hi'ies. 
10. For Lrainin;' needed workers, Libya 's educational s;;, stem need more 
concentrat ion on technical education. 
11 . idbya i s a vas t a rea , therefore , more investment in communication 
s,ystem wi l l be necessary since without a oe t t e r communicuzlon s^-otcm, 
i n d u s t r i a l {growth wi l l be banaicajiped. 
As far as ag r i cu l tu re j s concerned the main problem i s to f ind a 
way to acce le ra t e a g r i c u l t u r a l production in Libya. An,->way suggestef" 
depends on the current s t a t e of input u t i l i z a t i o n and production e f f i c i -
ency. Libyan a g r i c u l t u r a l production i s af fected by na tu ra l condi t ions 
and lack of knowledge on the p a r t of farmers. llie f a i l u r e of Kufra 
p ro jec t i s the c lear example of such f a i l u r e s . In s p i t e of us ing the 
best techniques of i r r i g a t i o n and modern m-achinery they could not achieve 
the se t t a rge t in th i s s ec to r . This i nd i ca t e s an unprof i table use of 
resources in the a g r i c u l t u r a l sec tor of the country. The overa l l margi-
nal phys ica l product of labour i s very low in t h i s s ec to r . The production 
from the e x i s t i n g resources can be increased i f the farmers are helped 
to l ea rn the proper use of the modern techniques. 
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Moreover there i s a gap "between labour requirements and labour 
a v a i l a b i l i t y , any a g r i c u l t u r a l development plan must consider c los ing 
t h i s gap. Limited water supply bo t t lenecks the expansion of c u l t i v a t e d 
land. The scarce water resources must be used ca re fu l ly . The use of 
f e r t i l i z e r s should be encouraged. 'Bie use of f e r t i l i z e r s can play an 
important ro le as a s u b s t i t u t e for land. liZtd thus we can su.'jgest i n t e -
nsive cu l t i va t i on v.s tiic coluLion to the dcvelo;" ci:t o'' a j r i c u l Lure. 
3}itcn;:ive c u l t i v a t i o n , Gconoi'ic s tud ies and nducational proi^-rarrrcs nave 
a ^^rccit poten lia.1 to rrake jiotjitive cont r ibut j ons to the Lib^-an a g r i c u l -
t u r a l Gcctor. Tlie riualit ; of a g r i c u l t u r a l production should be improved 
so tha t liiei cai: compete '-.'ith the imported food produc ts . In order to 
rernovo t". c prcu.cnt inefi ' iciency tlie j'ove^'nnent should change the present 
environi'ent and more of i ' ic ient use of exist i r ig resources SIJOL'IC;. ()e naoe 
in 02'der to increase the a g r i c u l t u r a l product ion. One of the r.ain diff-
i c u l t y of t h i s sector i s of r-'Urhe ting the produce. 'ibere i s lacJc of 
t r anspor t s e rv i ce s , and triere i s no adequate qual i ty con t ro l . Libyan 
experience i s development i s development withEBOt unl imited supply of 
c a p i t a l . Up t i l l now Libya has completed one three year plan and a five 
year p l a n . The f i r s t plan was very successful in terms of i t s achievem-
ents with 23 per cent of the annual growth r a t e . In the second five 
year plan the growth ra t e i s s l i g h t l y below the t a rge t and the plan could 
not spend the whole amount a l l o c a t e d . I t c l ea r ly shows the lack of 
xkisaosxtiiK absorpt ive capacity in the economy. In i t s future planning 
Libya should be careful about the a l l o c a t i o n s . Al locat ions shoulci be 
made on a well thought out s t r a t e g y . 'Bie l imi ted absorpt ive capaci ty 
cannot be SE±XB^ increased by making huge a l l o c a t i o n s , an e f f i c i e n t use 
of these a l l o c a t i o n s i s a necessary condition for development. 
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